





» . = 


Agricultural Indebtedness i in — 


*2 Ats — a 
>." a 

. 24 —— 

nmni xi po. 


&° SBLBCTIONS FROM OFICIAL DOCUMENTS 


= 
» - 


J = s “~~ 
COPIED BY ~~ 


S.C. RAY, M.A. 
Aiter. PRoyEsson or Boost ares 











ee ae 


Wee). Giese 


Paxren ny 


ATULCHANDRA BHATTACHARYYA 




























INTRODUCTION 


More than two years ago the Calcutta University 
decided to publish for the use of advanced students and 
teachers a series of selections from authoritative docu- 
ments treating of Indian economic problems, by bringing 
together in a collected form the large amount of 
valuable materials that lie scattered in old and inacces-— 
sible Blue Books, in the proceedings of Legislative 
Councils, and in Government reports and publications. 
The first subject which appealed to me as one of the 
most important and far-reaching was that of ‘agricultural 
indebtedness’. A special interest centres round the sub- 
- .  jeet, because the general state of indebtedness is almost 
; as old as the British rule in this country, for I 
find reference tothe subject in the literature on the 
Permanent Settlement in the Blue Books of 1813 and 
Rayer homes But it appears that no scientifie and 
syst tematic treatment of the ‘disease’ was attempted till — 
seventie of the last century, when the indebtedness 

e Deccan ryots, who-had been the victim of great 
* tudes of fortune almost since the conquest of the 
De — ‘to such magnitude as to demand prompt 
a legis risl: ‘e action. ‘Their accumulated indebtedness, 
* sh * avate ad by te cotton — ————— epee 
cing awakened Ho the gravity 
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iv INTRODUCTION 


of indebtedness was not contined to Bombay alone, 
The Famine Commissioners of ISS2 and 1901 drew 
prominent attention to the wide-spread character of this 
evil and suggested various legislative and executive 
measures to remedy it, among which were : (1) an altera- 
tion in the practice and procedure of civil courts and 
the institution of special courts and agencies for the 
cheap and summary disposal of suits against agricultural 
borrowers ; (2) restrictions on the alienations of lands ; 
(3) the establishment of co-operative credit banks ; and 
(4) the introduction of a large measure of elasticity in 
the collection of land revenue. The first had already 
been incorporated in the Deecan Agriculturists’ Relief 
Act; the second was found suitable for special areas such 
as the Punjab and Bundelkhund ; the fourth was adopted 
asa general executive measure in almost all provinces ; 
and the third were introduced by legislation for the pur- 
pose of providing facilities for cheap credit to the ryots. 
A measure, akin to this, had been proposed in 1884 by 
Sin W. Wepvensurn, then a District Judge in the Bombay 
Presidency. It consisted in the establishment, as an ex- 
perimental measure, of an agricultural bank in Poona, 
which was intended to take over the funetions of the 
village money-lender on condition that it should restrict 
its dealings with only the solvent class of cultivators and 
supply to that body capital on definite terms to be appro- 
ved by Government. The proposal was, however, nega- 


tived by the Secretary of State on the score of its financial —_ 


unsoundness. The co-operative credit societies which 
were established in 1903, on the urgent and emphatic 
recommendation of the Famine Commission of 1901 were 
designed to utilise the combined credit of the agricul- 
tural population for the purpose of making loans on 
their own responsibility to their fellowmen at a small 
rate of interest. The measure has: proved an — fie 
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success ; and it is estimated that it hag saved the agricul- 
turists Rs. 10,00,000 Tn interest on every crore lent out 
by the societies. A short history of this movement is 
given on pages 444-419, 

An interesting and instructive, account” of the co- 
operative credit movement in Europe is given in Chapter 
V (pp. 283-4196) which contains selected extracts from 
the valuable Reports of Str F. A. Nrenorson published in 
Madras in 1885 and of Mu. J. KR. Caures, published as a 
Blue Book in 1913. In the same chapter has been inclu- 
ded, as a subject of comparative study, an account of 
the Egyption system of making agricultural loans. It 
consists in the Government's enlisting the co-operation 
of a private Bank for providing borrowing facilities to 
the fellaheen and differs essentially from the co-operative 
credit system. The whole financial responsibility for 
these loan transactions rests with the Bank, which, 
financially assisted by Government, distributes the loans 
through its own officers, the Government having no 
pecuniary interest in the operations. The part played 
by the latter is limited to the collection of the Bank’s 
dues through the officers who collect the land-tay, the 

Bank being thus saved the cost and responsibility of 
tion. It will be remembered that it was generally 
predicted that a similar system would prove a failure in 
India although it had. worked well in Egypt ; the reason 
ipparently bein: ‘that the volume of operations and the 
itory over which they extend in the latter 

ar, mnch smaller and of more manageable 
— be dealt with by a Central 
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University, by similar compilations on some of the most 
important and fascinating subjects, such as Land ' 
Revenue. Provincial and Local Finance, Vamine, Conon. 
Duties &ce. — * 
DARBHANGA BULLvING, aoe 
S. C, RAY. F 
December 24, 1914. ear 
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CHAPTER I, 


INDEBTEDNESS OF THE LAND-HOLDING CLASSES. 
[Extracts from the Report of the Deccan Riots Commission, 18756.] 


The earliest record shows that indebtedness was common among 
the Decean ryots when their country came into our hands. Mr. 
Commissioner Chaplin reporting on the newly acquired Deecan 
districts in 1822, writes :— 


“The ryots in many villages, though usually frugal and provident, 

are much in debt to sowara and merchants owing to the oppression 

»* of the revenue contractors ; many of these debts are of long standing, 

and are often made up ‘of compound interest and fresh occasional 

aids which go on accumulating so as to make the accounts exceedingly 

j complicated ; a ryot thus embarrassed can seldom extricate himself, 

_ - His exertion may be compared to the hellish torments of Sisyphus, 

r who had no sooner rolled his burthen to the summit of the hill than it 

fell back upon him with redoubled violence. * * * The Miras* fields 
of ryots are sometimes mortgaged for these debts.” 


Again he writes : “ The Collector of Ahmednagar, notwithstanding 
some embarrassments, is of opinion that there isan universal tone of 
satisfaction among the ryots resulting from the improvement of their 
condition, and he thinks that they are gradually extricating them- 

_- selves from their difficulties. The general feature of the picture is 
> correct, but it is perhaps charged with colours a little too brilliant. 
a. “He thinks that complaints against them from the sowkars are 
oS ascribed to many of 
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debts were the result of the system before mentioned by which the 
collection of the State dues was made through sowkare, who 
usually recovered in kind what had been paid in cash and drafts, 
The great mass of “the agricultural population had no such 
interest or title in their land as to afford security for large debt. 
Mr. Chaplin indeed mentions that “ Miras holdings are sometimes 
morgaged,” but in another place he estimates the selling value of 
miras land at not more than 2 or 3 years’ purchase, and states that land 
yielding Rs. 200 of gross produce can seldom be mortgaged for more 
than Rs. 100. The usual and recognized method for recovery of debt 
was forthe sowkar to send a Mohosul, that is, a servant whose main- 
tenance had to be paid daily by the debtor, or to place a servant in 
“Dharna” at his door, (which is the process called “'Tuquaza” by 
Mr. Chaplin,) or to confine the debtor in his house or otherwise 
subject him to restraint and even severer measures. It is plain that 
such methods could not be put in force against any but the humbler 
class of debtors, and doubtless the ordinary dealings of the sowkar 
and ryot were based rather on the ascertained result of experience, 
teaching each his own interest than on any power of compulsion in 
the hands of the creditor. The ryot’s constantly recurring necessity 
could not be relievel unless he maintained his credit by good faith ; 
and, on the other hand the sowkar had no support from without to 
look for in exacting more than a fair profit, which, considering his risks, 
would be also a large profit. Honesty was the ryot’s best policy and 
caution was a uecessity to the money-lender. 


The condition of the ryot as regards his relation to the money- 


Ist-—There was a considerable 
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debt, and the ira title would have no value for # 
non-agricultural landlord. 
$rd.—Rates of interest were very high, and much of the debt ; 
consisted in accumulations of interest. 
dth.—The causes of indebtedness were chiefly the revenue system, 
and sometimes expenditare on marriages or such 
oocasions. 
Sth.—The amount of individual debt was usually moderate. 
6th.—The sowkars were usually men of substance maintaining 
establishments employed in dunning and looking 
after debtors. 
7th.—The creditor receiyed little or no assistance from the 
State in recovering debts, but had great license in 
private methods of compulsion. 
Causes of Debt. 
The estate of an ordinary Kunbi ryot, exclosive of his land and 
* its produce, has been estimated by competent 
— authority to be of little more than Re. 200 in 
selling value; it will be somewhat as follows :— 


; Rs. 
Be A St 7p 
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moderate return every year, it would still be inevitable that the 
Kunbi should draw the whole of his year’s income from land in the 
lump during the two months of harvest, As, however, there is one 
year of drought in every three, over much of the region, and a good 
crop also only once in three years, it follows that the income 
yielded to the Kunbi from his land is received ¢n /uéé triennially 
instead of annually. It is everywhere a serious aggravation of their 
ill fortune to the cultivators of indifferent soils that, their land yield- 
ing only one kind of produce, they receive the whole return in a lump, 
while better soils that admit of a variety of crop enable the cultivator 
to spread his receipts over six months of the year. This evil 
is intensified for the ryots of the disturbed districts by their capri- 
cious climate. It is hardly possible to conzeive any conditions more 
certain to produce indebtedness among the poorer classes than these. 
When to these conditions is added the variation in the value of the 
ryot’s produce which leaves him in absolute uncertainty at seed time 
what his crop will be worth if he get one, it is apparent that no great 
degree of improvidence is needed to account for his indebtedness, but 
rather that considerable industry supplementing the income of agri- 
culture, and considerable frugality in living must be presumed in order 
to account for the large number of Kunbis who are not burdened with 
debt. 


It would be idle to say that improvidence does not exist as a cause 
of indebtedness, It consists however rather in 
the short-sighted imprudence of an ignorant class 
ready to relieve present necessity by discounting future income on any 
terms, and unable to realise the consequences of obligations foolishly 
contracted, than in an extravagant expenditure or misapplication of 
income, The results of the Commission’s enquiries show that undue 
prominence has been given to the expenditure on marriage and other 
festivals as a cause of the ryot’s indebtedness. The expenditure on 
such occasions may undoubtedly be called extravagant when com- * 
pared with the ryot’s means, but the occasions oceur seldom, and Fr 
probably in a course of years the total sum spent in this way ‘by wi? > 
ryot is not larger than a man in his position is justified in spending 

on social and domestic pleasures. ‘The expenditure forms an item — ss 
— —— — 
appears as the nucleus of his in 
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these occasions have probably been over-estimated, or the operation of 

other causes in producing debt has been overlooked by the officers 
> who have attributed the ryot’s burdens so largely to this cause, This 
oversight would indeed be a natural consequence of the fact that it is 
only on marriages or similar occasions that expenditare by a Kunbi 
comes under observation, The amount spent by a Kunbi of average 
circumstances on the marriage of his son is from Rs 50 to Rs 75, a 
sum which by itself even at 24 per cent. interest could be repaid with- 
out much difficulty if his average margin of profit was not forestall- 
ed by other debt, and he were treated with fairness and moderation by 
his sowkar, The constantly recurring small itenis of debt for 
food and other nevessaries, for seed, for bullocks, for the Government 
assessment, do more to swell the indebtedness of the ryot than an 
occasional marriage, 





Asa matter of fact the ryot’s surplus is, in the majority of cases, 
) already forestalled. Even those who are in fair 
J — — circumstances and solvent bave usually to main- 
F tain their credit by handing over all that can be spared of their crop 
‘on account’ to their sowkar, and the poorer must doso under pain of 
civil process. There has never been a time when a large proportion of 
them were not uhder the burden of debt, and their present indebtedness 
is in great part a legacy from their forefathers. The enquiries of the 
Commission enable us to state with some measure of certainty that 
the chief cane of. the, present indebtedness of the ryot is ancestral 
debt, 
y It was hoped that the — title and the light assessment 
Bath ‘ald ; guaranteed by the survey settlement would so far 
Sur, — borrow: increase the ryot’s profits, and stimulate his indus- 
ing git — 22 — that, by degrees he would free himself from 
—— ———— ‘the debt which hang round him. The increased 
We Sencting- given. by. production and the stimulus to agricultaral enter- 
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accordingly, a fresh start was given to the money-lender in his 
competition with the ryot for the fruits of the soil. The bulk of the 
people were very poor, and the capital necessary for extended cultivation 
could only be obtained on the credit of the land and its produce ; exist- 
ting debt left but little margin of profit to the ryot even under the 
reduced rate of assessment This margin would go but little way to 
cover his imcreased needs for the stock, seed and assessment of new 
cultivation. While his retarn in produce for the first year or two would 
be but nominal, even the most cautious could not be expected to 
wait for accumulation of profits to take up fresh land for fear that 
the more wealthy or reckless should be before-hand with him. This 
too sudden extension of cultivation following the survey assessment 
was prominently noticed by Mr. Hart in 1$41, and in the Ahmednagar 
District it was so excessive as to cause a re-action in the third and 
fourth years after these settlements. 


The increase of the population taken as a sign of prosperity has 
been a subject of congratulation with the officers 
who have recently had to deal with the revision 
of assessment in the Poona District. It is doubtless a feature in 


Incraso of Population. 


the history of this region which, as much as any other, marks its 


ehanged condition during the last 30 years. The returns show an 
increase in population of abont 45 percent. in that period, and it is 


probable that the ratio of increase is progressive rather than uniform, , 


as the spread of vaccination, sanitary precautions and facilities for 
medical treatment have reduced the virulence of : 
improved communications have made dearths impossible and facilitated 





access to the markets for labour. Cultivation has — limit. : 
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Government, the net produce being in the case of the latter both of 

much higher value and having the additional advantage of not being 

received all at once, It has been estimated that the yearly cost 

of food and necestaries to each member of a Kunbi’s family is about 
} Rs, 25. Admitting that the food consumed by his family does not 
cost the ryot the market value, it is nevertheless plain from the figures 
of estimated yield* of land, that in a year of average rainfall his 
receipts from six acres—two of each kind of soil—will leave a very 
narrow margin for Government assessment and expenses, amongst 
which the interest on the sowkar's loans in bad years must count as 
a current and unavoidable charge, 


The deficit which frequently exists is made up by the produce of 
Prodace of land not *tock and of the dairy, and by the labour of the 
ee see forthe Kunbi and that of his family and his cattle. In 
; illustration of this it may be noticed that the 
4 Collector of Ahmednagar reported that, owing to the drought and 
r failure of crops in 1871, the agricultural population had to a great 
{ extent left their villages in search of Iabour for their maintenance. 
| This exported labour must be looked upon as maintaining the solvency 
of the district, for little else is exported. The railway is not used for 
the export of produce. As stated by the Superintendent of Survey 
- regarding the ryots of Bhimthari District, the practice is to save the 
surplus of a good season to meet the deficiencies of bad years. A little 
-produce is sent to Poona in carts for local consumption, but the food 

grain of the region is consumed by the inhabitants. 
: Led normal effect of a pressure of population upon land is that, so 
= te ee soon as extended cultivation has reached the 













raged limit of profitableness, the cultivating class 
“prednetion — —— endeavours by improved agriculture and increased 
eponeed. . industry to obtain more from the soil. This 





* 8 — ‘under the present conditions not to be looked for here ; on the 
© Eee 1 belief that land is not so productive as 





. ‘That their present state of indebtedness prevents the 
RAR ‘effort: to — outturn of their land, there 
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can be no doubt. Writing of the Ahmednagar ryot more than 
20 years ago, Lieutenant Burgess of the Survey says, “As long as 
the ryot is in the hands of the money-lender, how can he prosper, 
being so involved? Should he do-so, his prosperity would only make 
the usurer Sines richer without materially, if at all, increasing his own 
resources.’ This lesson the ryots have apparently now learnt; they 
find that the lands broken up and the wells dug with borrowed capital 
yield a profit only to the sowkar. To use Sir G. Wingate’s words, 
“the ryot toils that another may rest, and sows that another may 
reap.” The result has been well shown in a report from the Irriga- 
tion Department dated 16th June, 1875. It was found that the ryots 
did not use the water of the Lakh Canal, an important irrigation 
work in the Ahmednagar District. The Executive Engineer for 
Irrigation reported to Colonel Merriman, the head of his department, 
on this subject as follows:—‘While*on the canal 1 questioned the 
ryots closely, and they stated that, withont exception, they were all 
deeply indebted to the money-lenders, who get as much as possible in 
the shape of interest on money lent out to each land-holder at harvest 
time. They stated that a very large portion of the value of each crop 
goes towards paying interest on their debts, and that they are dis- 
couraged from taking more trouble than necessary with the cultivation 
of their land. I consider it is very probable that this is the reason why 
so little is done towards extending irrigation on this canal.” The 


Assistant Collector in charge of the District, Mr. Blathwayt, writes 


on the same subject to the Collector of Ahmednagar :—“I believe the 
fact is that the holders of landunder the Lakh Canal are generally 
poor. Their lands have been mortgaged to sviwkars who take away 
the products of the fields for interest of the money lent, and the poor 
landholders have to trouble themselves for nothing ; they have to pay 
for the water, but could not get the profits to themselves, and conse- 
quently do not care to use the water.’? On the above, Colonel 


Merriman, the Chief Engineer for Irrigation, remarks :—The reason 


given by Mr. Blathwayt is a very sufficient one. The district is very 
thinly populated, and the indebtednes of the cultivators no doubt 


explains why the progress of irrigation is so slow.” 
Whether 


the land ‘itself now yields: Lata suing con 
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the poorest and most unprofitable soils, the general average of returns 

per acre diminished. The estimate of the cultivator was formerly 

based on the return of the better lands; he has now to include 

* much inferior soil, but has not proportionately reduced his 

expectations. 

‘ The following causes, however, may have operated to decrease the 

- actual out-turn of land in cultivation. A consequence of the payment 

of assessment by registered holdings instead of by actual cultivation 

is the discouragement of fallows. The ryot having nothing to pay 

« for his wastes could well afford to let his land rest and cultivate 

J portions in rotation. During the early period of our administra- 

! tion, the lands of this region were largely devoted to grazing purposes, 

and there was no direct Government demand upon the wastes so used. 

The encouragement given to cultivation by the survey was accompanied 

F by a discouragement to grazing, through the right of pasture being made 

subject to purchase from Government. The supply of manure from 

flocks and herds, the demand for which should have increased with this 

increase in cultivation, diminished, and doubtless with it must have 
diminished the fertility of the soil. 

Thus it will be seen that while increasing population demands more 
from the land than it yielded 40 years ago, the conditions of agri- 
culture have not tended to increase its fertility, and indebtedness 
has taken away the natural motive to industry—the hope of gain— 
and ‘thereby 4 prevented relief from the increasing pressure being sought 
in| improved cultivation. We are dealing now with the causes of in- 

| debtedness, and have been led to dwell upon one of its consequences ; 
Dy = the case is only an illustration of the familiar fact, that the conse- 
ie ences 0 of an evil often tend to reproduce it. 


—— 


— ther method in which relief from the pressure of increased 
Wmlgrifion: si. -w - population might naturally be sought is emigra- 
tion. The habits and instincts of the Kunbi make 
bun most averse to leave his village except for a 
at roa S wk able case in which 19 cultivators 
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Holkar, when they were met by Mr. Pollen, the Assistant Collector 
in charge of the District, through whose means they were settled on 
waste lands in Khandesh. The cause of their leaving their homes, 
they informed Mr. Pollen, was that “their lands had gone and 
their creditors were merciless.” In this case it is true the emigration 
was directly caused by the consequences of debt, and tn so far as the 
creditors of these men had taken from them their yearly produce or 
their property unfairly, so far was the pressure which forced them to 
emigrate due to other causes than the increase of population; but at 
the same time the operation of this cause is indicated. We find the 
natural course of events which follow that cause in their story, their 
yearly income failing, they lived on their capital until that was 
gone, their labour was not wanted for the cultivation of the land 
they had lost, and there was no other opening for them nearer 
home. 

The conclusion which we would adopt on the subject of the in- 
Conclusions as to the Crease of population as a cause of indebtedness is 
increase of population. that, had the agriculture of the district to support 
only its own producers, including a fair interest on capital actually 
expended on account of the land, it would be sufficient, with the 
assistance of the wages of exported labour during the idle season and 
bad years, to maintain them at their present number, and larger 
returns might be obtained from the land by improved cultivation to 
meet a still further increase. But agriculture pays a heavy tax to 
to the sowkar, much of which neither represents expenditure 
on account of the land nor ever returns to the land; such holdings 
as pass into the hands of the sewer will not, under hired 
labour, support so many persons as lands cultivated by proprictors, 
and these holdings are yearly increasing. Revised assessments have 
already ip a portion of this region reduced the margin of the ryot’s 
profits and thrust his creditor’s demands further upon his capital ; the 


revision of the remaining districts will make this encroachment more 
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Another cause of the increase of indebtedness is the facility with 
——— alc suciaaes which the money-lending class can command the 
enters and money- assistance of the law in the recovery of debt, and 
lentling business, 3 A 

consequent upon that facility, an expansion of the 
ryot’s credit, inducing numbers of small capitalists to compete for 
investments in loans to the Kunbi. We have already quoted Sir G. 
Wingate’s remarks on this point, although at the present time other 
i causes have combined to impair the ryot’s credit, still one material 
, cause of his present condition must undoutedly be sought in the state 
i of things described in 1552, and since that date other canses have 
ih | 3 . : | : 
operated to aggravate immensely the evil which was then 

discerned. Whatever facilities were afforded by the law to the 
creditor in 1852 have been greatly enhanced by the  introduc- 
tion of the present procedure in 1859, and by the punctual 
conduct of jadicial duties now exacted from the subordinate courts, 
while the ryot’s credit has been enhanced by the addition of his land 
and agricultural stock and implements to the security liable for his 
debts, 


The introduction of compulsory registration of deeds dealing with 
immovable property in 1865, protected the creditor from attempts to 
repudiate or dispute a registered bond. In the meantime the ryot's 
estate had risen in value, and new cultivation offered securities for new 
loans; his personal solyency was assured by the large demand for 
labour on the railway and other public works, and his title in his land 
was, in 1865, recognized and seeured by an Act, which confirmed the 
rights vested in him by the survey settlement, The American War 
from. 1862 ‘to. 1865, while, on the one band, it poured money into the 

‘country to seek investment, on the other hand, raised to an extravagant 
— — of agricultural securities. To the above causes tending 
) attrac — to the business of agricultural money-lending, 
ee een oe, Ome. Jtestcien in thi 
whose wants embrace little but the 
aries, ; | which under other conditions would 
Sin trade: or manufactures, here naturally turns to 
sric ral investment, and almost the only course open to the 
* ———————— ———7— in a village sowkar’s 
pployment and desires to earn ) 
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The enquiries of the Commission have made it elear that the 
J smaller class of sowkare, who are also the most 
ni yeaa ‘lending unscrupulous, have increased very considerably 

during the last ten years, and that it has been 
acommon practice for the ryot to borrow from one sewer to pay 
another, or to borrow from two or three ata time. A result of this is 
that in the competition with inferior members of their class even 
respectable sowfars are obliged more and more to resort to the methods 
of swelling the debt and coercing the debtor practised by them. We 
here again quote the letter of Sir G. Wingate describing the change in 
the relations of the parties :— 

“The prosperity of the ryot is no longer necessary to the 
prosperity of the village money-lender. The latter has no longer 
occasion to trust to the good faith or honesty of the former. Mutual 
confidence and good-will have been succeeded by mutual distrust 
and dislike. The money-lender has the ever-ready expedient of a 
suit at law to obtain complete command over the person and 
property of his debtor. It becomes the interest of the former to 
reduce the latter to a state of hopeless indebtedness in order that 
he may be able to appropriate the whole fruits of his industry 
beyond what is indispensable to a mere existence. This he is 
enabled without diffleulty to do. So long as a ryotis not much 
involved, the money-lender is ready to afford him the means of 
indulging in any extravagance without troubling him at all about 
future repayment. The debt may lie over and he may choose 
his own time for repayment, The simple and thoughtless ryot is 
easily inveigled into the snare, and only becomes aware of his folly 
when the toils are fairly around him and escape is impossible. From 
that day forward he becomes the bondsman of his creditor. The latter 
takes care that he shall seldom do more than reduce the interest of 
his debt. Do what he will, the poor ryot can never get rid of the 
principal. He toils that another may rest, and sows that another may 
reap. Hope deserts and despair possesses him. The virtues of a free- 
man are supplanted by the vices of a slave. He feels himself to be 
the victim of injustice and tries to revenge himself by cheating his 
oppressors. He cannot get into a worse position than he already 


occupies, and becomes reckless, His great endeavour is to despoil 


his enemies, the money-lenders, by borrowing continually. When he 
has got all that he can from one, itis a icine ae ep 
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amount of lies and false promises he can get something more from 
another. When he has two creditors there is a chance of their fight- 
ing with each other, and that daring the fray he may beable to snatch 
a portion of the spoil from both,” 


Extent and nature of indebtedness. 


In the foregoing pages we have endeavoured to show that the 
Resume of previous tormal condition of the bulk of the ryots in the 
chapters. disturbed districts is one of indebtedness; that, 
owing to causes, some natural and others the result of our adminis- 
tration or of internal circumstances, this indebtedness had grown to an 
extreme point during the 20 years preceding the riots; that many 
years ago elements of danger to the public peace were detected in 
the temper of the ryot smarting under the consequence of his debts ; 
. lastly, that these consequences, averted for some time by the transient 
prosperity of the American War period, returned with multiplied 
force during the six years preceding the riots. 

* The extent of serious embarrassment through debt can be ascer- 
Analysia of ombar-_ tained with fair accuracy from the enquiries of 
raasment in 12 villages. the Commission. It appears that about one- 
third of the occupants of Government land are embarrassed with debt, 
that their debts average about eighteen times their assessment, and 
that nearly two-thirds of the debt is seeured by mortgage of land. 

For 12 villages the results in figures are as follows :— 















af Total number of Government occupants * * 1876 
| Namber of Do Do eombarrassed ... * 523 


_ Assessment payable on their holdings ae a» Ra, 10,603 
Amot t of debts on personal secarity * +» a» 1,138,009 
a. - De on mortgage? of land oe yp = (70,283 

| _ The proportion of &é4atas indebted to the total number of AAuta- 
n th e vil fos. a RS. per. coat. The total debt is more than eighteen 

—— | at rds “a lance. Tess. dias Tig SD eeaeenriact. These 
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Wattandars or Inamders in addition to their Government holdings 
and the assessment does not show any addition for well irrigation, 
though the share in a well isa property of some value, and, as such, much 
sought in security for debt. Of the cultivators not included among 
the embarrassed class, some are in good circumstances, but the lowest 
stratum is but little removed from embarrassment; continuous bad 
seasons or further fall in prices would rapidly swell the proportion 
of embarrassed to solvent ryots, for there is no hard line between the 
28 per cent involved and those above them. 
The extent to which land has been lost to the cultivating class 
cannot be determined with accuracy, for much land is held in. mort- 
gage, of which the occupancy is not transferred to the sowkar. In 
the villages serutinised by the Commission in the Ahmednagar 
District, it was found that about one-eighth of the occupancies had on 
an average becn transferred to sowkars, namely, that the direct assess- 
ment payable by sears for land was about one-cighth of the whole 
demand on the village, but this only represents the amount of land in 
their occupancy as Government tenants. The increasing extent to 
which land is passing from the Kunbi to the sowéer has been illus- ~ 
trated above by the growth of the money-lender’s ééatas, These 
properties have been acquired within the last 20 years, and for the most 
part within the last ten years. In 1854 there were six suits on . 
mortgage bonds of immovable property in the Court of Talegaon in the ) 
disturbed district of Poona, of which four were against Kunbis ; in 
1872, there were 192 suits of this description, of which 143 were : 
against Kunbis. In the other courts having jurisdiction in the dis- Swe 
turbed portion of Poona, three decrees were issued on this class of suits a 
in 1854, of which two were against Kunbis; in 1872, 98 decrees 
issued, of which 69 were against Kunbis, ‘ Lea ae 
It is difficult to ascertain with any certainty the selling value 
few bona-fide sales for cash, the returns of the Registration record 
may perhaps be hazarded that an average of 
of dry cro] | — 
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asseasinent; a liberal estimate of the selling value of these occupancies 
woukl not execed an average of 10 years’ assessment, and it is plain 
that the debt is nearly doable the capital value of the land to 
an ordinary purchaser, The solution of this apparent anomaly is that 
the amount of the debt as represented in the bonds held by the som- 
‘ar is far more than the real value of the consideration which bas 
passed, and the sowdars in no case expect to be paid in full ; avoondly, 
that the ryot’s land is often more valuable as security to the sowker than 
itis asan ordinary investment to a purchaser ; for, through the great 
= reluctance of the ryot to sever all connection with his land, the somker 
is able to exact more than the ordinary rent; and thirdly, the land is 
not the only security which the sowkur holds; the law gives him a 
command not only over the debtor's immovable property, but over 
his labour and the labour of his family. 


The nature of the dealings. 


The transactions between sertar and ryot are all conducted 
by means of bonds; an account enrrent is hardly known. 
h There is usually a debt of long standing, probably inherited, the 
| interest of which makes a yearly debit, Besides this debit there 
are the retail transactions called in the vernacular “sive and 
tuke”, meaning that the debtor delivers his produce, or as much 
va it as he is obliged to deliver, to his creditor, and the creditor 
pplies his needs—elothing, assesment, seeds, food, and cash for 
: —— expenses. Every now and then a larger item appears 
7 = te ang crop as yet — pee cold after a 
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no accounts; but with all, the bond is the recognized record 
of the transaction. Bonds are never or very rarely made for large 
amounts, When a large amount of debt has to be reduced to paper 
several bonds are drawn : thus a debt of Rs. 175 will be represented 
by one bond of Rs. 100, another of Rs. 50, and a third of 
Rs. 25. Probably, the chief object of this arrangement is that the 
sowkar may have means to get a decree withont much cost. A 
decree on the Rs. 25 bond will usually give him the power over the 
debtor that he requires to compel him to meet demands on 
account of the entire debt of Rs. 175, and will not cost so much. 
Moreover, interest usually ceases on a bond being converted into a 
decree, and it is not to the bond holder’s advantage to take a decree 
for the whole debt, When the debt has reached an amount for which 
the ryot’s personal security is not sufficient, it is commonly converted 
into a mortgage of land; where the ryot possesses 

— salt the ase a well ora share in a well, the well or share 
together with the irrigated land are preferred as security. Sometimes 
a joint security of another ryot of substance is 

———— added to the. personal bond ; in such cases the 
joint surety usually has a direct interest in the loan, or as a near 
relation assists the debtor, or his security is purchased by private 
arrangement. Often before the mortgage of land is resorted to, there 
— is a mortgage of the debtor’s house, bullocks, 
—* crops, cart, or other movable property. When 

bullocks ars mortgaged, the debtor has to pay for their hire which thus 
becomes the interest of the loan. When the mortgage of land is 
completed it is usual in the Ahmednagar District for the right 
of occupancy to be transferred to the creditor 

pany Sf even in the Government books. This is not the 


, case in Poona, It is not easy to trace the 





cause of this difference in the practice of the two districts, but it 
is probable that the assessment being lower in Ahmednagar, there is * 
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When the land has been traneferred by mortgage, the sowkar al. 
most invariably commences by leaving the debtor 
in oceupation as tenant, and a form of mortgage 
exists in which the profits of the land really are all that is mortonged, 
as the tenant is left in possession without any transfer or acknowledg- 
ment of the mortgagee’s right, so long as he delivers the produce 
yearly. Ona failure of the debtor to deliver the produce the mort- 
⁊* gage usually obtains posession. Sometimes the produce of the land 
is made to represent the interest of the loan, but more usnally a specific 

rate of interest is cited in the mortgage bond. The debtor holds as 

° tenant on every variety of terms and conditions. Often these are 

i reduced to writing: either a lease or a deed of partnership (as the 
t vernacular name runs) or a simple contract, where a rent in money is 
stipulated. Often it will be found that the rent is adjusted 
to cover the interest agreed on in the mortgage bond. As the 
amount of capital in the mortgage bond is usually more than the 
value of the land at 12 per cent. interest, and as the rate of interest in 
the hond is usually at least 18 per cent., it follows that the land will 
not yield the required sum, and thus the mortgagee Constantly receives 
; the fall actual rent of the land, and in addition exacts bonds for the 
| yearly deficit. Often the rentis settled in Avvd and the rates are 
mainly determined by the pow@r of the mortengee to screw his tenant. 

One mortgagor tenant in his statement used the following words : 

“T cultivate the land, but Ihave ao rigét to take for my use any of 

the produce of the field.’ Doubtless, under the hardest conditions, 

the tenant dove take something as was admitted by another ryot, who 

<3 ‘was bound to hand over the entire produce of a field to his sorter: on 
the other hand, much land is held by mortgagor tenants in Poona at 

: the usual rental terms, namely, half of gross produce of dry-crop and 
_—=—soone-third of irrigated lands ; the mortgagee paying the assessment, and 
ee * “seed and expenses being shared in the proportion of their respective 
se interests in the crop. In Ahmednagar the sowdar has more power over 

; ä his debtor and trusts him less, and regular contracts as to rent are not so 
_linnd over the rest of the produce. One regular contract is in evidence 
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his land to cultivate at one-fourth the produce, assessment and seed 
being supplied in the proportions of the landlord] and tenant's interests 
in the crop. When the tenant pays in kind, his payments may exceed 
the amount of interest stipulated in the mortgage bond ; but he keeps no 
account of such payments, and the creditor was found in all cases enquir- 
ed into by the Commission to have no conception of his responsibility 
for accounts on this head. As the responsibility cannot be enforced 
by the ryot, it practically does not exist. Doubtless, most morteagee 
landlords Aare an account, but the ryot cannot get it without going te 
court, which to him is out of the question. Another form of mort- 
gage, which ts usually entered into only when the parties have come to 
a final settlement, is the transfer of the land to be enjoyed for a certain 
number of years in satisfaction of debt (rverm radium); it is usnally 
found, however, that before the period has expired the mortgagee has 
established claims giving him a further lien on the land. <A similar 
method of settlement by an instalment bond is 
gladly accepted by a debtor, but here again the 
failure to pay one instalment in a bad year usually gives the debt a 
fresh departure, As above stated, the sour as mortgagee landlord 
usually allows the ryot to cultivate the mortgaged land, and as 
long as the ryot is left in this relation to his fields he accepte:his 
fate without much bitterness, It ofter®happens, however, that owing 
to default in payment by the tenant, or to better terms being offered 
by another, or to the cattle and implements of the tenant being sold in 
execution of a decree, it ceases to be the interest of the , 

to leave the cultivation in the tenant’s hands, and the land is then 
taken from him. 


Tnetalment bonds. 


Besides the security of the ryot’s personal credit, stock, and 





movables, house and lands, and the joint se rit 

of a surety, the labour of the ryot is also drawn 
into his dealings with the sewer. This form of bond is not uncom-- 
mon in Ahmednagar, the terms being that the debtor is to serve the. 
sowkar, and that his wages are to be credited at the end of the year, 
or that a certain sum is to be worked out by service to the 
— poetod: —— 
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Sitoulattion n reyrding by a receipt under the creditor's signature,” or 
recet ne th band “that on payments being made, the bond-holder 
shall pass a receipt. As no instance has come to notice of a creditor 
giving a receipt for part-payments, it must be presumed that the 
former stipulation is inserted in order to deter the debtor from plead- 
ing part-payment when sued, and the latter stipulation to satisfy the 
debtor's desire to have something in the bond which shall make it the 
duty of the creditor to pass receipts. 


One of the most noticeable features of these sowtars’ dealings is 

All donlings aro the peculiar system of retail business which 

reduced to bonda. reduces all transactions, even the most trivial, 
to the form of written contracts. This system does not prevail to the 
sume extentin other parts of the presidency, where the account current 
is kept open until the balance has reached an amount which makes 
further security desirable. The invariable use of bonds in the region 
under report is probably the result of the more precarious character of 
the ryot’s assets, due to his greater poverty and to the uncertainty 
of the climate, and it is an indication of the extent to which the 
character of ordinary trade transactions has been affected by their 
alliance witha gnoney-lending business much of which is unsound. 
The ryot is constantly in great need, and has thus most limited choice 
in his means of relief. The sowsar is sharp in business and fully 
understands the weak side of the Kunbi and the urgency of his 
necessities. The terms upon which they deal are that every debit is to 
be protected by a bond giving the swkar unlimited powers of 
recovery, and that the eredit side is to be left to the honesty of the 
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[Lelracts from the Fuuine Commission's Report, TSS. | 
(Part II, Chapter Iii, Section IV.—Pages 130-136.) 


No subject has been more strongly and frequently pressed on our 
attention than the evil results which spring from the degree to which 
the landowners are sunk in debt, the asserted rapid increase of their 
indebtedness, and the difficulty they find in extricating themselves 
from such burdens. In some parts of India, notably in the four 
districts of the Bombay Deccan and in the Jhansi district, their 
indebtedness has become so grievous that the Government has 
recently been led to take special steps for their rescue, and in other 
parts it has, at different times, intervened to protect special classes 
whose ruin, otherwise unavoidable, it was thought necessary, on political 

‘grounds, to ward off. On a topie which has been so long and 
earnestly debated by every Indian administrator of importance it 
is difficult to make any new suggestion. It was fully discussed last 
year in the Council of the Governor-General of India, and remedial 
measures were adopted which ave still only in an experimental stage, 
so that we can offer no conclusion based on the result of their actual 
operation ; but the subject is one of such gravity that the Famine 
Commission have felt bound to give it their most careful consideration. 


2. We have found no reason to believe that the agricultural popula- 
tion of India have atany known period of their history been generally 
free from debt, although individuals or classes may have fallen into. 
deeper embarrassments under the British rale than was common — 
under the Native dynasties which preceded it. It has been usual for 
the landholders in all times habitually to have transactions with the 
money-lender of their village, with whom they carry on a running 1 
account on friendly terms, taking from him advances for seed and 
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harvest from drought, should involve him in difficulties beyond his 
ability to mect. Even in such cases the money-lender would be 
⸗ deterred from extreme measures by popular opinion, and by the 
- knowledge that he could count on no support from the ruling authority 
2s in selling up and reducing to destitution a member of the class on 
a which the payment of the land revenue depended, Thus, though 
e the cultivator (in the absence of any power of obtaining loans on the 
%. security of his holding) was never deeply involved, he was seldom 
free from debt, anid lived the life of a contented serf, exempt from 
‘ the risks and responsibilities which accompany the possession of 
< independent rights, but also without any stimulus to raise himself 
J or improve his position. 
%. The changes which have been introduced under the British 
J Administration are for the most part those which will always occur 
R in the progressive development of social life from a simple to a 
— more advanced stage. Of these changes those which have affected 
| the landed classes consist chiefly in their admission by the State to 
} better defined rights of property in their holdings, combined with the 
4 more complete recognition of the force of contracts, and the obligation 
on the courts of justice to enforce them. It is to be expected 
in every forward movement in the education of a people that while 
“the result is beneficial to the country as a whole, some classes or 
individuals will fail to display the qualities needed to benefit by the 
advantages offered, and will suffer inconvenience under the novel 
circumstances to which they are unable to adapt themselves. But 
although a section of the landholders has thus suffered, we ought not 
: to ‘overlook - the fact that the class as a whole hus prospered under 
age British Administration, and that the more enterprising and substantial 
rs have greatly henefited by the enlargement of their 
; ry rights, and by the moderation with which the land 
ea revenue is now assessed. 
— ae We from evidence collected from all parts of India that 
ak one-third of the landholding class are deeply and inextricably 
lebt, nd that at least an equal: proportion are in debt, though not 
the of re ring themselves. It is commonly observed 
—— — tenants with occupancy rights, 
, than tonante-at-will, a result obviously 
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It does not appear that in this respect one province greatly differs 
from another, but certain localities are from special circumstances 
either above or below the average coneition. Thus, in the Punjab, 
the canal-irrigated tracts are stated to be highly prosperous ; 
in Eastern Bengal, the profits of jute cultivation have enriched 
the cultivating tenants; in the Central Provinces, the land 
holders have profited in the same way by high prices of cotton and 
large exports since the American War; in Madras, the ryots of the 
deltas are in easy circumstances. On the other hand, the precarious 
: out-turn of the crops, with other adverse circumstances, hus orievously 
depressed the landholders of the Bombay Deccan and the adjoining 
districts of Madras, as well as those of the somewhat similar region of 
Jhansi; and many of the talukdars of Oudh, of Sindh, and of Guzerat 
without such excuse, have been led by a course of extravagance into a 
state of bankruptey, to relieve them from the consequences of which 
special legislative measures have been framed, 
o. With regard to the creditors of the landed classes we are 
informed that in the more prosperous parts of the country the subs- 
tantial landowners are themselves engaged in money-lending, and that | 
neither they nor the professional money-lenders of the better class often 
employ the ageney of the Civil Courts ayainst their debtors, But it 
has happened in some cases that when a district has fallen into depres" 
sion, it has attracted an inferior class of foreign usurers, who have no 
scruples in using every means open to them to secure a profit on hazar- — 
dous transactions, and who, working entirely through the machinery of hed 


the Courts, are not inclined to cultivate sympathetic relations with the — 
people, by whom they are detested in turn. It is not probable that the - 


gains of these usurers are- excessive, but they are exacted with the 3 
result of attaching odium to the civil tribunals, 7 ot oe 
6. However just may be the terms of abhorrence applied to the = 
| “ Marwari,” or foreign usurer, it must be remembered that heisthe J 
i product of a diseased condition of theecommunity. ‘The like condemna- 
tion must not be extended to the village banker of the better 
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assist him in his transactions so far as they are lawful, should afford 
additional facilities for the recovery of reasonable claims, and showld 
thus induce him to make loans at a lower rate of interest than that 
which now prevails, under the custom established under Native role 
whon the security was very inferior. The aim of all remedial measures 
as regards the landholders should be to make his dealings with his 
banker fair and open,and while protecting him from extortion or op 
pressive measures of coercion, to constrain him to pay his just debts to 
the full extent of his means, but by less eruel and ruinous ex pedionts 
than imprisonment or the sale of all he possesses. The means avnil- 
able to these ends are cheap and accessible courts which shall give full 
consideration to the equity of every claim, and a simple method of 
recovering debts. 

7. ‘The origin of debt among the landed classes is traceable to 
various Causes, among which the most prominent are the failure of 
crops from drought, expenditure on marriage or other ceremonies, 
weneral thriftlessness, an improvident use of sudden inflations of credit, 
the exactions of an oppressive body of middlemen, and adininisteitive 
errors, such as unsuitable revenue settlements ; and debt once incurred 
very rapidly grows with exorbitant rates of interest. In so far as the 
causes of indebtedness lie in the inherited tendencies of the people, such 
as want of forethought, and readiness to promise anything in the 

in order to secure present gratification, no remedies are possible, 
exeept through the spread of education, the gradual growth of provi- 
dent and self-denying qualities under the influence of painful experi- 
ence, and the success of the stronger and thriftier individuals in the 
struggle for life. It is obvious that there is danger lest any interven- 
tion of Government should hinder the growth of such qualities, or 
protect the weak and foolish too completely against the consequences 
pono action. But where the misfortunes of the landholders 
es on the | introduction of novel institutions, some- 
too advanced for their present stage of intelligence and 
—— ght, Ry is the duty of the Government, fora time at least, 
» the strigency: of the action of those institutions ; 
| ) been the —— the remedies which have 
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which the land revenue bears to the gross produce of the land, there 
cannot be much foundation for this view, though namerous instances 
have been given of men who. in times of calamity have been forced 
to borrow, and who have never been able to recover themselves 
afterwards; and it is to preyent such a misfortune as this that we 
have already recommended that on such oceasions greater leniency 
should be shown in postponing the demand till better times. But we 
think that too much weight should not be attributed to this CAUSE ; 
the fact that Iandowners who have no land revenue, or only a light 
quit-rent to pay, are often also deeply embarrassed, proves, if indeed 
it required proof, that the payment of the land revenue is not the 
main cause of debt. Tf a man spends all his income on himself, and 
borrows to pay his rent or taxes, it can hardly be said that his 
indebtedness is due to the fact of his having rent and taxes to pay, 
when these charges bear so light a proportion to income as the land 
revenue does to the gross out-turn of the land. 

9 It has, again, been alleged that the action of the Civil Courts 
has contributed to the indebtedness of the agricultural classes, and : 
various suggestions have been made for constituting tribunals and a : 
procedure which may provide more effectually against this result. — 
Sufficient regard is not, it ix said, in all cases, paid to those equitable | 
considerations whieh are of such essential importance in the adjudica- - 
tion of disputes in which the ignorance, improvidence, or the necessity ~*~ 
of the one party, places him at the merey of the superior intelligence | 
and resources of the other. Contracts, the extravagant one-sidedness ⸗·⸗⸗ 
of which bespeaks a sense of hopeless weakness on the one side, and a <% 
spirit of unscrupulous exaction on the other, have been enforeed - 1 a 
the Civil Courts with too mechanical an adherence to the letter of the * 
law, and too little regard to the circumstances of the parties and the — 
substantial merits of the case. Native customs which temp the 
severity of contracts, such, — — ec 
fet ssp gah ras anne been — ates and o ae 
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the oppressive use of the machinery for executing deerces, and 
especially mitigating the harshness of its operation as regards 
agriculturists. Tools, implements of husbandry, the cattle necessary 
for tillage, the materials of his house are in the case of an agricultural 
defendant exempted from attachment or sale in execution of decree. 
The district officer is further empowered to represent to the Court 
that the sale of land in exeeution of decree is objectionable, and that 
the deerve can be satisfied by gemporary alienation or management, 
and thereupon the Court may authorise such satisfaction. Another 
provision enables the Government in any particular area to transfer 
the execution of such decrees as involve the sale of land to the 
district officer, who is thereupon invested with authority to deal 
with the land, adopting various courses for satisfying the deeree, and 
avoiding the necessity, except in the last resort, of an execution sale. 
The Government, the High Courts, and other superior tribunals will 
no doubt continue to watch with care the operation of the law, and to 
take every precantion against its abuse. 


1}. Some evidence was brought before us in favour of a simple 


and inexpensive system of settling disputes by the ageney of unpaid 


arbitrators, and it was suggested that in this way relief might be 
afforded to agricultural debtors. We observe, however, the existing 
law makes ample provision for recognising references to arbitration by 
consent of the parties, and for giving to the awards of arbitrators so 
appointed the form of a decree. It has not, however, been found 
that this mode of settling disputes is generally popular; and we 
were informed that recent changes in the Stamp Law, by whieh a 


heavier fee than before is imposed in submissions to arbitration and 


awanis of arbitrators, will tend still farther to discourage resort to 


| this mode of adjustment. If this prove to be the case, it would be 
— — the — Law might not with 
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would be attained by recourse to a less exact procedure and less 
responsible agency, 

12. The two most important cases to which the attention of 
Goverment has recently been called by evidences of special distress are 
those of Jhansi and the Bombay Deccan districts, In both of these 
the popular tendencies to indebtedness are said to have acquired an 
increased power for mischief under the novel circumstances created by 
“the fatal gift of transferable rights in the soil, and the establishment 
of Civil Courts in an ignorant population.” In both, the ruin of the 
land-owners has been precipitated by the harsh and extortionate 
practices of an inferior class of money-lenders. In the case of Jhansi, 
remedial measures are still under consideration, but for the four 
Deccan districts a special remeady has been devised and is now on 
trial. 

13. The facts of the ease which the Act for the relief of indebted 
agriculturists in certain parts of the Decean was designed to meet, 
explain how a rural population may sink below the level of average 
prosperity. Much of the soil is poor, the rainfull capricious, and the 
out-turn of the harvest liable to violent fluctuations. The conditions 
which prevailed in the Deccan under Mahratta rule were unfavourable 
to steady industry, and the present generation has come within the 
influence of a most, exceptional disturbance of prices. A sudden rise in 
the valne of cotton at the time of the American War occasioned a 
vast inflation of credit, which was fed by a corresponding influx 
of capital seeking investment, whereby the landholders, under cover 
of the proprietary rights they had acquired, were tempted to 
improvident borrowing. Being deficient in the qualities of 
forethought, energy, and self-reliance, they were thus — — 
open to new dangers, while their improyident habits were such 
that the low unvarying revenue assessments of our Governm ent 
—— them no advantage. — —— 
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to income is heavier than that stated to exist in other provinces, 
and about two-thirds of the debt ix said to be secured by mortgages 
of land, 

I4. By the Act which has recently come into force for the relief 
of the Deccan agriculturists, village registrars are to be appointed, 
before whom agriculturists are to execute all instruments relating to 
obligations for the payment of nioney or charges on property, and all 
conveyances and leases: any deed not thus registered and attested is 
not to be deemed valid. Agriculturists are entitled to demand receipts 
for all payments, as well as yearly statements of account, or pass- 
books in which their account shall be written and attested by the 
money-lender, The local Government ix empowered to appoint 
village munsiffs, with jurisdiction in emall suits of which the subject- 
matter does not exceed ten rupees, a system which has been found to 
work well in the Madras Presidency. Suits of larger value will be 
tried by additional subordinate judges who, when the defendant is an 
agriculturist, will, as a rule, inquire fully into the history of the debt, 


; take a separate account of principal and interest, credit the debtor 
with any money repaid, disallow all interest which the Court deems 
r unreasonable, follow,in decreeing the amount due, the principle of 


Hindu Law known as dam dapat, under which the interest must not 
exceed the principal, and fix instalments for the payment of the sum 
‘= decreed. The Government will doubtless exercise the powers provided 
‘ by law for reducing the expense of stamps and fees in these 
: Courts. If the decree is for less than 50 Rupees the Court may 
discharge the agriculturist at once on payment of as much as he is able 
to pay. If the defendant is found to owe 50 Rupees, or upwards the 
Court may treat him as an insolvent, and any agriculturist whose 
debts are of similar amount may be declared an insolvent on his own 
1 catii In such case all claims against him are called in, and 
the amou t to be recovered from him is ascertained by inquiry into 
the b tor: of them all, No agriculturist can be arrested or imprison- 
ed in | reu ion of a decree for money, nor can his immoveable 
ty be attached or sold unless it has been specifically mortgaged. 

nos pated pola tne Saati Collector to let the 
—— 2 years, if thereby a premium 
—* Ledeen a the secured debt, or otherwise 

. ch —— the Court may 
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houses or buildings) not required for the support of the insolvent and 
his family, for a period not exceeding seven years, and the proceeds to 
be divided among the creditors. It is understood, though the ease is 
not «directly provided for in the law, that it is the intention that the 
agriculturist should, whenever possible, be retained as cultivator of the 
managed property paying a reasonable rack-rent under suitable 
precautions, While any property is in the collector’s hands the insol- 
vent is not allowed to encumber or alienate it. 

15S. Experience will show whether, after the mass of existing 
debt is disposed of under these provisions, the money-lenders will 
withdraw their capital beyond the reach of the Act. Some uncertainty 
is felt on this subject, but there seems no reason to doubt the assertion 
of many native witnesses, including village bankers, that the 
creditors are prepared to make large sacrifices in return for the inter- 
position of Government to effect prompt recovery of their money, and 
the measure will at any rate have the effect of clearing off the 
existing burthen of debt. 

16. The Decean Kiots Act hax been passed so recently that we 
have no information as to how it is found to work in practice, and 
such expenence can be the only safe guide in this subject ; but if this 
proves satisfactory, the principles enirbodied in it might, with advantage, 
he applied te other parts of India. Two of the principles contained 
in the Act may perhaps be singled out for especial reference. The 
multiplication of small village Courts, presided over by the village | 
headmen, and of village registrars, before whom all bonds for debt — S i> 
must be executed, would probably be of good effect in all parts of the — 
country. Considering that of the 1,400,000 suits annually disposed — | 
of by the Courts of British India, 1,200,000, or 85 per cent., are f oe 
sums under Rs. 100, and 630,000, or 44 per cent., for ce 
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kind. Wherever the indebtedness of the land-owners has assume 
serious proportions, the appointment of special Courts to examine into 
their debts, to reduce their amount to the sum equitably due, and to fix 
instalments which would pay the debt off in a given number of years, 
ata rate of interest proportionate to the diminished risk, would appear 
to be the only effectual way in which Government can remedy the 
evil. 


15. It is, we think, deserving of consideration whether the 
existing law of contract and the rules of procedure provide adequately 
for the case of the ignorant peasants in avy transactions which goes 
beyond the scope of their ordinary life. It is characteristic of these 
classes to promise anything, to submit to any condition for the 
future, if only relief for the present can be secured ; and it is in dealing 
with such cases that the Indian Courts are said to fail in providing 
adequate protection. The Contract Act does, we understand, mention 
certain specific grounds, such as mistake, fraud, or undue influence, on 
which contracts may be disputed ; and the general duty of following 
“justice, equity and good conscience”, which has at all times been 
enjoined on Indian Courts, renders it obligatory on every judge to 
secure, as far as possible, the interests of justice, in its highest sense, 
between the parties before him. But if it be the case that this 
obligation is sometimes insufficiently reeognised, it would be well 
that the language of the law on this subject should be rendered more 
explicit and the duty of the judge be more distinctly pointed out. 
Instances were brought to our notice in which bonds, the terms of which 
were in a high degree suspicious, have, on the mere admission of 
signature by the defendant, been, without further inquiry, made the basis 
of a decree which inyolved most unfair advantage to the one party and 
the total ruin of the other. It should, we think, be expressly enjoined 
on the judge to satisfy himself that the defendant was fully alive to 
he ‘character of the —— atte the — was not extorted in a 
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the management of the mortgagor, This provision is severer than 

that of the amended Civil Code under which the collector may liqui- 

date a decree by managing the land, for a term not exceeding 20 vears 

through another; that “other” being, if the collector thinks fit, tho 
mortgagor himself, who may then be kept on as the cultivator of the 

land. Lf the debtor is turned out, and the land is let to another person 

for a term of years, at the expiry of that term the debtor will re-enter 

with no increased sense of the importance of thrift, but with additional 
incapacity, through the disuse of years, for managing the land. We 

therefore recommend that in all such cases the principle should be 

followed of paying off the debt by instalments, the land remaining in , 
the hands of the debtor and being managed by him, on payment of a 
full rent, the exeess of which above the revenue would go towards the 
— of the debt; such payments being collected from him by 
the Revenue Courts along with the land revenue, and beng mace over 
every half year to the creditor. In the event of the debtor’s failure to 
carry out such an arrangement, and to pay the instalments thus fixed 
unless he is prevented by drought or any other exceptional calamity, 
he should be ejected and his rights in the holding sold, when it may 
be hoped that he would be replaced by a better and more thrifty man 


20. As a supplement to cheap and accessible Civil Courts, the 
assistance of the Revenue officials in the repayment of agricultural debt 
is probably the greatest benefit to both debtor and creditor which the 
Government is able to offer. The Revenue officers are possessed alike J 
of the means of ascertaining what the debtor could pay, and of realiz= — 
ing the instalments of his debt with the minimum of cost and risk to 
the creditor. In Upper India, a Zemindar who has a gross rental of —— 
Rs. 100 pays Rs. 50 as land revenue, and about Rs, 15 in cesses. 
Rs. 10 must be set aside for the vicissitudes of the season, and. ‘Rs, re : 
may be taken as the minimum annual profit he receives axa proprietor. 
In the majority of cases he himself cultivates a a portion of the estate 5 
if, then, — le: i 
vator’s profit, he is able to pay his whole : profits, or 
bes a year, or 50 per cent on his g vernment ri , , in| 1idatior 
Se —— ‘Sach a ntatment wil ler of debt of I, 100 at 
iS Re re ee eee years, In Se 
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instalments should be fixed, and when fixed they might be collected 
with the land revenue and panl ower to the creditor, who would 
thus be freed from all trouble tn executing hw decree, and from 
almost all risk. 


4 


21. The risk being thos lowered, it is but reasonable that the 
rate of interest should be reduced; and this is an essential part of 
any scheme for paying off large amounts of debt. It may not be 
wise to fix by law the limits of rates of interest which the Court shall 
decree, but it would seem desirable that the local Government should 
be authorised to indicate to the Courts the maximem and minimum 
rates that should, with a general reference to the value of money, 
ordinarily be paid. At present 24 and 36 per cent. are commonly 
paid by agriculturists,—rates which would be fatal to successful agricul- 
* tural enterprise in any country. Six per cent. is the rate now usually 

paid by Native merehants when they borrow from each other asa 
temporary convenience, and something above this may be necessary 
in Indian in the ease of profits dependent on the land and the weather, 


es 
Pm yey 


rene hee 


¥ but the object should be not to reengnise any rate in excess of 

= that which would be reasonable, having in view the character of 
the security offered. 

Sac 22. The same principle adopted for dealing with existing debt might 

J also be applied in the cases of new loans raised by owners of unen- 
2 cumbered estates. A mortgage need not be an agreement entered into 


privately, and on very onerous terms, between the moncy-lender, 
taking all risks, and the landowner, assenting to terms he does not 
understand, but might, with advantage to both parties, rather be an 
F agreement openly made between them before the Collector, and on 
terms sanctioned and to be enforced by him. Any mortgage not so 
made would rank only as a simple unseeured debt, and no cognizance of 
7 * it would be taken by the Court which alone would have jurisdiction 
33 im respect of landed debts. Personal and unsecured debts would not 














. ert te pale of the law, but decress for them would not be 
— ee Tn special tracts it might be 
oht sabl that the Collector should be empowered to refuse his 
fon loan ineurred for an extryagant or morely ceremonial pur- 
i an ene improvement or necessity. 
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which would be collected from him in the same way as the land 
revenue, next after any sums due to the Government. The estates on 
which such loans are secured should be free from other encumbrances, 
and it should probably be enacted that no claims on the land should be 
recovered except by the Collector as above stated, and that he should 
recover none except those thus openly arranged before him. The 
landholder would be required to surrender his right of transfer or sale 
while his bolding is thus charged. His power of improvident borrow- 
ing would certainly be restricted, but he would be protected from the 
danger of losing his land, while the creditor would have good security up 
to a certain definite and caleulable limit, and would be able to lend at 
moderate interest. If a landholler is unable to offer the security 
necessary to enable him to obtain a loan on these terms, we would not 
withdraw his power to sell his rights. Nor would we be understood 

‘ to recommend any interference with the free transfer of landed pro- 
perty, or with the rate of interest, except in cases where, and so long 
as, the condition of the landholding community presents unhealthy 
symptoms which seem remediable by such expediente. 
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[ Betracts from the Famine Commission's Report, 1901.) 
: : (Part III, Section VI.—Pages 106-111) 
INDEBTEDNESS IN THE BOMBAY PRESIDENCY. 


426. Tho indebtedness of the Bombay ryot has for many years 
engaged the earnest attention of the Supreme and Provincial Govern- 
ments. We agree with the analysis of the causes of such indebtedness 
made by the Deccan Riots Commission ; but wedesire to call special 
attention to the agrarian system introduced by the Survey Settlement 
as an accentuating cause of indebtedness, and more especially to the 
‘unrestricted right of the cultivators to transfer their holdings which 
the Survey Settlement recognised. A brief exposition of the leading 
features of this agrarian system is necessary to explain our meaning. 

327. The salient features of the system are, (a) the creation of a 
territorial unit of land revenue assessment, which is called ‘the field’ ; 
(4) the assessment of land revenue on each ‘field’ independently, each 
thus becoming a separate holding; (c) the recognition of the recorded 
occupant of ‘the field’ as possessing complete proprietary rights over 
= it, subject only to the payment of the revenue or tax assessed on it; 
| and, (¢) the punctual recovery of the tax from the recorded occupant 
a! in bad years as in good. 
| 828. The system was devised for small cultivators ; there was no 
intention to“create large holdings. “There would seem,” wrote Captain 
_ Wingate, one of the authors of the system, “to be few grounds for 
st the establishment of wealthy agriculturists cultivating 

arg }farms under any circumstances in India. Our measures have 
to be framed for the class of small farmers who now prevail univer- 
f — the ‘field’ was designed to contain “the extent 
of | and capable of being cultivated by « pair of bullocks.” This was 
the theory ; but the facts of existing holdings and their boundaries 
oe — fitted, as hest might be, into the new scheme. 

t eta cobra of enh Hei! arte Survey Gettle- 
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of the principles of the “Joint Report,” which is the basis of the 
Bombay Revenue system, the advantages of elasticity in the 
collection of the land tax did not escape notice. But, nevertheless, 
a leading principle of the Revenue system, as finally established, was 
that, in view of the moderation of the assessment, sufficient elasticity 
was given by making the assessment of each ‘field’ separate, and 
by giving the registered oceupant complete power of transfer or 
relinguishment over his ‘field,’ 

330, A strong tenure of this sort held at a low assessment was a 
very valuable property ; and it is easy to see now that it would have 
been wise to have kept a vigilant watch over the use which an ignorant 
and unthrifty peasantry was making of it. But the authors of the 
system held that the best way “to excite the cultivator to indepen- 
dence and to create agricultural capital” was “to exempt him as 
much as possible from the pupilage to, and surveillance of, Government 
officers.” There was, it was said, “an obvious advantage to get land 
out of the hands of the cultivators unable to pay their way and to 
transfer it to cultivators with more capital. ** As the customs and 
native revenue systems of India are adverse to land transfers, it is 
therefore all the more necessary to adopt measures for giving them 
effect.” Accordingly it was decided that there should be no inter- 
ference by Government officers with the people, and that no enquiries 
should be made regarding the financial condition of the cultivators, 


331. Thus things were left to take their own course; and the 
result was,—as invariably happens when an ignorant and improvident 
peasantry can dispose, without restriction, of valuable rights in Iand— 
that the cultivators sank deeper into debt, and their property began to 
pass out of their hands. It must be admitted that the conditions on 
which, under the Revenue System, the cultivators held their lands 
helped to bring this result about. The rigidity of the revenue oa 
forced them into debt, while the valuable property which 
made it easy to borrow. | 


332. This is the state of things oer and while it, * 
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nothing is further from our thoughts than to impugn the excellence 
of their intentions, What we wish to point out is that their inten- 
tions have not been fulfilled. They expected the accumulation of 
agricultural capital; but their plans did not promote thrift, nor did 
they conduce to the independence of the ryot. ‘They looked for the 
capitalist cultivator ; and we find the sowkar’s serf. 


334. On the extent of the indebtedness of the Bombay cultivators 
no precise official information, we believe, exists; but there are 
materials for a probable estimate. We know that the Deccan Riots 
Commission of 1875 found that ‘about one-third of the 
occupants of Government land are embarrassed with debt; that their 
debts average about 15 times their assessment; and, that nearly two- 
thirds of the debt is secured by mortgage of the land.’ We also 
know that the money-lenders, in the villages visited by the Commission, 
paid about one-eighth of the whole land revenue—their property 
having been acquired within the preceding twenty, and for the most 
part the preceding ten, years—while it was notorious that the private 
transfers of land were, in most cases, not recorded. The 
Commission of 1501 found that, within the preceding eight 

J years, land paying 10 per cent. of the revenue in the 
al districts which they visited, had been sold, two-fifths going to 
money-lenders; while lands paying 174 per cent. of the revenue had 
* been mortgaged, four-sevenths going to the sowsars. In his evidence 
J before us, the Chief Seeretary to the Bombay Government said that 
aé 25 per cent. of the land in Broach had passed into the possession of 
the money-lending classes ; and from a report of the Collector of 
Ahmedahad it appears that, in his district expropriation of the old 
owners has also made considerable way. Taking all these statements 
into account, and comparing them with the evidence we have recorded, 
we think it probable that at least one-fourth of the cultivators in the 
ee gitce — their lands; that lees than 
a fifth are free from debt ; and thatthe remainder are indebted to a 
a ater or less extent. 
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Relief Acts have applied with the corresponding figures in non-Act 
districts, and weighing the evidence of the witnesses on the point, 
we form the conclusion that these Acts have done but little substantial 
good. Indeed, there is positively room for holding—and statistics 
show—that transfers of property, both by sale and mortgage, have 
become more frequent in districts to which the relief Acts apply. We 
therefore think that the time for palliative measures hax passed, and 
that the hour has come for recognizing facts as they exist, and for 
applying those measures which the facts demand, no matter how 
unwelcome may be the disillusionment that they may bring. 


336. The cultivators, whose names are recorded, may, for the 
purpose in hand, be divided into three classes :—(1) those who have 
completely lost their lands; (2) those who have only mortgaged their 
rights ; and (3) those who are free from debt, We are only concerned 
with the first and second classes. 


337. It is a curious, but common, practice in Bombay for the 
money-lender owner to maintain the name of a cultivator of the first 
class on the village proprietary register, and to keep his own name 
off it. The motive for such action is suggested in paragraphs 70 and 
77 of the Report of the Deccan Riots Commission, which also inci- 
dentally explain why such a large portion of the land revenue in the 
Bombay Presidency is paid by money-lenders :— 


“Instances of the redemption of mortgage are almost unknown; a mortgage | =. 





is equivalent toa transfer of the ryot’s title, his interest in the mortgaged Innd, — 
where, a2 is usnal, he romains upon it ax cultivating for the mortgagee, being that of — 
a tenant at a rack-rent.* ®* Tho ryot’s land is often more valuable as security to ‘ale 


the sowkar than it is an ordinary investment to a purchaser; for, through the great ——— 
relaetanos of tho ryot to sever nll connection with hia land, the sowkar ta ablo to nee oe 













exact more than the ordinary rent, and, benides, the land ia not the only security 
which the sowkar holds; the Jaw gives him command not only over tho debtor's — X 
movable property, but over his labour and tho labour of his family.” >= * 
388. Now, we urge that the ‘maintenance of the old owner's name 
onven * Phe F * * 
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should impose ; and that the Government is prevented from protecting 

the actual cultivator, i.c., the expropriated owner, by a Tenancy Law. 

Moreover, there is reason for believing that the refusal to recognize 

actual facts in this connection has positively contributed to the people’s 

indebtedness. It is in evidence that the marwaré or alien class of 
: money-lender, the most exacting of all, does not care to «stand forth 
| as owner and cultivate the land. Had money-lenders of this class 
been compelled to record their names, had the duties of proprietorship 
been enforced against them, and had their sub-tenants been protected 
against excessive rack-renting, these money-lenders would probably 
J have concluded that land was a less desirable investment than it has 
been and is. 


$39.. Two ways of dealing with this first class of cases suggest 

themselves, for we put aside as Utopian the re-purchase of the old 

| holdings by the State. One is to reinstate the old owners by coming 
‘ to a composition with the de facto owners, and by arranging for the 
* payment of the latter's claims by instalments. This method would, 
we gather, be acceptable to Bombay opinion, and, if a practicable 













te } means of enforcing it can be devised, it would no doubt be in every 
—J way desirable. But we fear that, at best, it holds out but a slender 
F hope of success, ‘There are no possible means by which the de facto 

Ag owners can be compelled to part with their property: while even a 


liquidation based on consent could hardly be effected within any 
_ measurable period of time. 


(340. Failing such a scheme, one practicable method of dealing 
with this class of cases seems to us to be to recognize the facts, to 
_ record the money-lenders for what they are, namely, the owners of the 
_— Tand which has passed away from the tenants, and to protect the latter 

— from rack-renting by a suitable Tenancy Act. There is universal 
as: agreement that the expropriated owner bas, as a rule, sunk to the con- 
dition | of a mere serf, tilling the land and making over the produce 
_ In good years he has nothing to hope for except a 
ten a in bad years, EP ees ee he falls back on public 


= id 








a: af i> 











38 INDEBTEDNESS OF THE LAND-HOLDING CLASSES. 


measures called for are of a lewislative as well as of an executive 
character, The executive measures are the introduction of elasticity 
in the collection of the Government demand, and its corollary, 
the improvement in the system of land records. The legislative 
measures are concerned, first, with enabling the tenantry to compound 
for their existing debts; and, next, with limiting their power of incur- 
ring fresh — or, in other words, imposing limitations on the 
transfer of their property in the future. We will deal with the 
legislative remedies first, and then express our views upon the 
administrative question. 
S42. We propose the following legislative measures, and we note 
that the probability of lasting success will be greatly strengthened if 
Mutual Credit Associations take root and flourish in the country. 
In the first place, power should be given by statute for the following 
or some similar procedure :— 
(1) The account between debtor and creditor should be investi- 
gated, and a fair sum should be fixed, to be paid by the former to the 
latter in liquidation of the debt. 
(2) The average produce of the holding should be ascertained, and 
its money value should be expressed in cash. 
(3) The surplus produce, after providing for the subsistence of — 
the cultivator and his family and the necessities of cultivation, should : 
be appropriated to the payment of debt, provided that such appro- 5 
priation shall not be continued after the lapse of a term of years. 8 
(4) In substitution for (1), (2) and (3) the holding should be 
‘ made over, at the land tax assessed, to the ereditor in usufructuary — 
* mortgage for a term of years. — 
In either case the holding should be declared free of debt at the J— 
— end of the term. We have ascertained that a procedure similar to — ee 
— this is followed in Rajputana. ‘see 
48 — we think that I 
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occupants, pay the low rates to Government and grind down their 
wub-tenants under a hideous system of rack-renting.” 


$44. Coming next to the executive measures, we need not again 

refer to the question of elasticity in the collection of the land revenue; 

but a few words are necessary as to improvements in the Land 

ay Records system which are essential to the proper introduction of it. 

; These improvements consist chiefly in the better organization of the 
> Land Records staff ; in the mapping and registration of every plot con- 
—— tained in the ‘field’; in the maintenance of a correct map by the 

village accountant ; and in the due registration in the village records 


* of all particulars regarding ownership, encumbrances and cultivating 
* rights. 

+ — 345. We were unfavourably impressed by the insufficient control, 
i which, under the Bombay system, is exercised over the village 
fie accountant, and with the waste of strength involved in employing one 
F set of officials indealing with the land revenue, and a different set in 


ey: dealing with agricultural statistics, The experience of other provinces 
| shows that both functions are best and most economically discharged 
by one properly graded staff of village accountants, circle superinten- 
dents (or 4anungos) and district superintendents (supervisor Aenungos), 
working under the Collector. It is only by consolidating the two 
staffs in this way that the necessary control can be established over the 
village accountant, 

346, Above all, there should be a real record of all — 
rights in land, and to this end registration of title in the village 
5 register should be enforced. At present there is no precise informa- 
a: tion as to the actual ownership of the land, and the entries in the 
| village papers are often at variance with the facts. The result is that, 
when the revenue falls due, and the actual cultivator, who is not the 
owner, protests that he is not responsible, the local officials are reduced 
pres) shrewd: guess as to who the responstble party may be. This 

hrows an enormous po ‘into the hands of the village accountant, a 
_ who, ‘in every province, requires to be kept under 
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< We advise that no: time be lost in giving offect to the reforms 
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CHAPTER II. 


Geanr or Loans AND ADVANCES TO AGRICULTURISTS. 


[Extracts from the Proceedings of the Governor General's Council, 
dated the 30th December, 1870.) 


Sin Jouw Strracuey said — 


A system of advances of this description, under the name of /afari, 
had been in force in many parts of India almost from the commencement 
of our rule, and there were, in several old Regulations passed at the 
end of the last century and the beginning of this, some seventy or eighty 
years ago, many provisions bearing on the subject. These old laws . 
authorized, under certain conditions, the advancing of Government 
money for agricultural improvement, and in some parts of India the 
system had been acted upon to a very considerable extent. The 
security on which these loans were made was complete, because the 
security was the land itself on which the improvements were carried ~ 
out, and the advances were declared by law to be recoverable by the 
same processes as were applicable to the recovery of arrears of Jand- 
revenue. ‘The provisions of these old Regulations had, however, been —* 
found to be very incomplete; and, as might have been expected, | 
they were hardly suitable in many respects to the cireumstances of ime 
the present times, and besides it was thought very desirable to conso- — 
lidate the whole law on the subject. This would be a further step — 
towards the carrying out of the great scheme of the consolidation of — 
the statutes of this country which his Hon'ble and learned Fiend 
Mr. Srerues had in progress. * 
J The Government believed that the prineiple of giving the assistance * — * 
ae permanent egal proven wu sn tat ight i — — 
“ae advantage receive a much wider and more natic | ; 
- “than had hitherto been given to it. — 
— —* 
— ine ring | — but works of m * ement * ee 
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the reclamation of waste land, and so forth. ‘There was another clase 
of works at the present time for which advances of this kind might be 
. made with special benefit, and for this clase of works, through 
imperfections in the existing law, to which he need not now more 
particularly allude, advances had hardly been made at all. Northern 
India was being gradually covered with a system of great canals for 
irrigation ; but the State could only construct the main channel« for 
these works. All subsidiary works, such as the smaller channels for 
bringing water into the fields and the preparation of the land for 
irrigation, must be done by the people themselves, by the local 
proprietors and occupiers of land, Although these subsidiary works 
required really little skill, and were for the most part inexpensive, 
still the cost of them was often greater than the small proprietors 
} and cultivators in possession of the land were able to bear without 


— difficulty ; and the necessity of incurring this expenditure had been 
3 found very often to be a serious obstacle in the way of obtaining 
ry full advantage from the irrigation canals constructed by the Govern- 
} ment. Without these subsidiary works of which he had spoken, it 
" was impossible that full benefit could be derived from the canals. 
fh 


Tt rested with the occupiers of the land themselves to take water, or 
not, as they pleased ; and the result of the present state of things was 
that there was frequently oxtreme delay, after the main channels were 
made, in taking the water. Thus there was delay in protecting the 
country against famine, and obtaining for the country the vast 
accession of wealth and prosperity which was offered to it, and at the 
same time, necessarily, delay in obtaining for the Government an 
y adequate return on the vast sums of money that it had expended. 
_  - «-' The Government believed that there could be no object to which 
i. portions of the loans which it was proposed to raise for reproductive 

works could be more advantageously and properly devoted than this; 
and in making loans for works of this kind there could be absolutely 
7 no risk, for the loans would be given on the security of the land itself, 
“Sek — already known the people and highly appreciated 


























“oubt, With interest; nor would any 
i be required for the carrying out of 
n uner any development we were likely to see given to it. 
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He need not now enter into the details of the measure he proposed 
to introduce. A more fitting opportunity for doing so would be found 
on the introduction of the Bill, if the Council would give him leave to 
proceed with the measure. Provisions would of course be required in 
detail, to regulate the purposes for which these advances of money 
might to made, and for defining the conditions under which advances 
should be given, and under which they would be repayable, and, in 
cases of failure in re-payment, for defining the manner in whieh the 
money should be recovered. The Local Governments were all con- 
sulted regarding this measure in a letter which was published in the 
Gazette of India some six months ago. Answers had been received 
from all the Local Governments in the north of India; and although 
many suggestions had been made, many of which were very valuable 
and would require careful consideration in detail, he might say 
generally that the proposed measure had been generally approved by 
all the authorities consulted. 


This system, which had long been in force in India, though in a 

very undeveloped form, was identical in principle with that which had 

been carried out on a large scale in many parts of the United 

Kingdom under the Land Improvement Acts, with results which 

, were most encouraging, and the nature of which was well-known 

to His Excetrency tae Prestoent, and to which he need not refer 
more particularly. He thought it might be safely said that there was = 
perhaps no country in the world to which a system of this kind was - 
more properly applicable than India; for in India at the present Tay 
time there was one great industry, and one » only—the: agricultural . 
_ industry. The one great source of wealth in India was the land. —— 
It might be safely said that the whole present 1 and future prosperity of 


? 





‘ this country, and he might add the future financial position of our — Ay x 
a . Empire in India, depended on the development of the vast, and — * 
F practically unlimited, though too often neglected, agricultural — ——— 


resources of the country. ‘If advantage wero taken of the mes 
——— —— — nde spor 1 for the improve- 


Laz : 


y Ys 
be S2 
if we ° *. = vi J F ~<a * -~ * he 
. oP wee ‘ Aur PR oe as 
y 
4 __ ae * 





. 
~ —— 
par 

4 a 2“ 
7 

7 " 

als , 
—_ 2 
‘ 


. ss S 








GRANT OF LOANS AND ADVANCES TO AGRICULTURISTS. 43 


yielded to the State might be expected to form, he might really say, 
an insignificant burden on the agricultural resources of the country. 
The present measure would be a step in this direction, and he thought, 
a not unimportant step. He believed that if it were worked intelli- 
gently it might produce really great results, and he thought that this 
measure would also be valuable at the present time as a fresh recog- 
nition of the fact that the Government of India was not only a 
Government, but the receiver, as the representative of the public, of 
that portion of the rent of the land which had belonged from time 
immemorial to the State, and that, in its capacity of chief land-lord 
of the country, duties devolved on the Government for the improve- 
ment of the land, and for the advancement generally of agriculture, 
beyond the ordinary duties of a Government, and similar in kind to 
those duties which a good land-lord had everywhere to perform. 








bs aay —— 4 
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[Ertracts from the Proceedings of the Governor General's Council, 
dated the 28th September, 1871. 


Lanp Imrrovementr Loans Bt. 


Tur How’sre Mr. (afterwards Sin Jounx) Srmacuey said that he 
need not say much about the objects of the Bill, because they had been 
fully stated on former occasions. In regard to the main principles 
of this measure, there was no novelty in it. It was a consolida- 
tion of the old ¢akeri laws, with some important amendments. 
It ought, he thought, to be remembered_to the credit of the British 
Government of the last century in India, that it recognized 
by law the principle now acted upon with so much advantage at 
home, under the Land Improvement Acts, that it was the duty 
of the State to make use of its resources in encouraging and 
developing agricultural improvement. The old Regulations for 
which it was proposed to substitute the present Bill, had not, 
he believed, in any Provinee, been applied on any defined and 
organized system. Their application had mainly depended on the 
opinions or zeal of individual officers of the Government. Nor 
would it have been easy to introduce sucha system, for the pro- 
visions of the existing law were, to some extent, unsuitable and 
obsolete. For instance, if the law were strictly acted upon, 
which he believed it never was, they would have to charge twelve 
per cent. interest on all advances. What they required was a a) 
well organized system under which the Government should encourage, = 
by loans granted on the security on the land to be improved, the a 
construction of simple works of agricultural improvement, such — 
* as, wells, tanks, minor water-courses, and so forth. The Govern- hia 
—F ment was now gradually covering India with great works of irri· -o 
—* gation on a scale unknown in any other part of the world, but no — rE. : 
le proper provision had hitherto been made forthe e — — 
a the humbler but hardly less valuable class of works :to: which. this * Pe 
ag Bill referred—works — would ube ——— ay * — was 
= i ae wi ' 
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over that which it itself had to pay, but still at a lower rate 
than money could be borrowed at from other parties, and he pre- 
sumed that these advances would ordinarily be made, or might, 
with perfect propriety, be made from the money borrowed for re- 
productive works. 

Those works would be so simple that there could be no doubt, 
under proper management, of their reproductive character. The 
security for re-payment would, in’ almost every case, be the 
land itself on which the improvement was made. He only wished 
that they had some such sort of local and well-defined security 
for the re-payment tothe State of the charges incurred on the 
great works of canal irrigation executed by the Government it- 
self, There was no doubt that they ought to have such security, 
and he believed that at some future time they would get it. This 
however, was not a question he need dwell upon now, as it might 
perhaps, before long, come up for consideration before the 
Council, when the Canal Bill was being proceeded with. 


Hitherto, advances of this character had only been made to 
the proprietors of the land to be improved. Under the present 
Bill, advances, under certain circumstances, might also be made 
to tenants; but the consent (either expressed or implied) of 
the ladiiint would be always necessary, unless the Collector 
should be satistied that the tenant possessed in the land an 
independent and transferable interest which would furnish by 
itself, without reference to the landlord, a sufficient security 
— the re-payment of the loan. 


__ The Government would make rules as regards all details not 
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under the Bill would be made, of course, from the ecash balances, 
and the cash balances consisted partly of the results of Imperial 
taxation, and partly of sums raised by loan. Now, how was it 
possible to spend such balances more properly than in stimulat- 
ing and assisting agriculture—the only reliable field for 
taxation ? The security for these advances was the best possiblo— 
the very land that was to be improved. He agreed that it was 
highly desirable that similar security should be provided in 
the case of canals; any such proposal would certainly have his 
(Sim R. Tearin’s) suppert. As to the rate of interest, it would 
always be such as to fully recoup the Government for all expenses 
connected with the loan ; no fraction of any such expenses would 
fall on the general tax-payer. In former times some small advances 
might have been made without interest, on the principle, he 
supposed, that land revenne not expended might, with propriety, 
be spent on the landowner from whom it was derived. But the prin- 
ciple was one that obviously could not be gencrally carried out, 
Those who borrowed should, asa rule, pay interest ; and this being 
so, there was no need for the short periods in which, under the 
old system, these loans were repayable. These short periods had 
to a great extent, neutralized the value of the adyance, because 
an agriculturist found himself obliged to repay the loan before - 


he began to reap any advantage from the improvement effected, . 
Now that aman would pay fair interest, there would be no need S26) 
for any such hurry. It was far better that the people should “og 


borrow of Government than from their own countrymen on what, in 

any civilized country, would be regarded as exorbitant rates, It. 
Ee was a great duty to encourage saving, and to lead tenants, as 
by well as landlords, instead of hoarding their savings, hiding z * 
Ny in a napkin, melting them down into ornaments, or burying i 
in the ground, to aenly thee st pS ee 
Vers secede — ———— —— 
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In Ireland a system of Government advances has been in opera- 
tion for many years to the great benefit of the country. I may say 
for the satisfaction of my Hon'ble colleague, the Financial Member 
of Council, that the system has been carried on throughout the entire 
period of the famine without the smallest low to the Government, 
as well as I recollect. From the last returns I see that the sum now 
advanced is conmderably more than two milions, and the arrears of 
principal and interest amount to something like £550 


The whole system works like clock-work, with great advantage 
to the country, and without the smallest risk of present or future loss 
to the State. 


In England, where it has not been thought necessary to estab- 
lish a Government system of loans, many Actes of Parliament have 
been passed to enable private individuals and Companies to carry out 
almost the same system; and to Companies which make these loans, 
the same facilities for recovery and the same securities are given 
f . as the Government would have thought necessary to enact for its own 

loans. 


I happened to be connected little with a Company of that kind, 
and the result was precisely the same as in the case of the Irish 
Government loans. 


The sums of money negotiated were exceedingly large, byt the 
re-payments are made to the day, and I do not believe that the Com- 
pany with which T was connected had ever to complain of having a 
ss gingle bad account. 


— ae There are several other Companies of the same kind that have 


ww 


= a engaged in the same transactions, and, with the exception of 


ey. . 


font which were not very well managed, the same satisfactory results 
ve generally been obtained. 


— Tescams to me that ch a system which has worked so well 
: r countries, and which is so well known and has been so long 
i 13 » in India, must be an immense benefit to the country, 
an —— 
th Age 7 vill—it will be found easy to establish a 

" za m_ for working the provisions of the 
n flicers have not time to give to it due 
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I think in districts where the transactions may not be large, 
and where the system is well known, it may be found that the dis- 
trict officers can do all that is necessary ; but in other districts, where 
numerous or large works may be desired, and the proprietors are 
willing to undertake them, that some small special organization may 
be necessary for a certain class of works, and that there will be no 
difficulty in arranging for their proper supervision and completion. 


There is only one other remark that I wish to make, and that. is, 
that the Council will perceive the Bill is strictly limited to loans 
made for agricultural improvements. 


IT have heard it stated that, by the passing of this Bill, the 
Government have announced their intention of withdrawing perma- 
nently advances for agricultural purposes that may not strictly come 
under the head of agricultural improvements. I can only say that 
this is not the intention of the Government, and it is possible 
that there still may be certain loans necessary particularly under pres- 
sure of famine and distress, such as have been given in former years 
under the fakavi system, which it is absolutely necessary that we 
should make. There is nothing in this Bill to prevent this still being 





done. 

The whole object of the Bill is to put, on a more systematic foot- — —— 
ing, the system of loans for permanent agricultural improvements, ⸗ —— 
whiclrcan have no other effect except that of adding permanently on 
to the value of the land and increasing the value of the property. . — 


— 
——— 


I commend this Bill tothe attention and consideration of Local 

Governments, believing that it will not only have the effect of be 

| fiting the people, but it will also bring the officers, who are | engaged 
in carrying out its provisions, into a most agreeable with the 

— Siew ee ee en 

| the rulers and the ruled. at th 
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[Letracts from the Famine Commission's Report, 1880.) 
Part II, Chapter IV, Sec. III, pp. 142-45. 
Government Loans to pactnrrate Lann Iwrnovewerr. 


a Sketch of existing practice. 


1. Advances for the improvement of land are now made for 

the most part under Act 26 of 1871. The object of this Act 

“was to define the purposes for which it was held to be legitimate to 
place a charge on the land, as security for the repayment of advances 

made by the State, to enable improvements to be carried out, and 

to give the Government a preferable claim on the land for such 

repayment. These purposes were defined to he undertakings whose 

object is the permanent improvement of the productive powers of the 

J land ; and such undertakings are of three classes: (1) wells, tanks, 
f | or other works for the storage, supply, or distribution of water for 
agricultural purposes, or the preparation of Jand for irrigation; (2) 
. works for the drainage of land, for reclaiming land from river or 
_-~—s« other waters, and for the protection of land from floods or erosion; 
(8) for reclaiming, clearing, or enclosing lands for agricultural pur- 
poses. The provisions of the Act, which has been amended as to 
procedure by Act 21 of 1876, are, that a landowner, or tenant 
with his landlord's sanction, should apply for an advance; and that 
aun’ sy the Collector after satisfying himself that the object comes under one 
oe a, ——— three classes, and thatthe security offered is sufficient, 
may make the advance, and shall ultimately recover it in the same 
a7 8* oe the land revenue is collected. Further details as to the 

* 



















to be lent, the mode of making applications, the mode of 
8 yuir ing into the security and the object, the interest to be charged, 

he manner and time of repaying instalments, and the amount of 
— iatalr men ts, are, to be provided for by rules drawn up by 
local govern mente and sanctioned by the Governor General in 
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advanced under the Act are extremely small,* and bear no proportion 
whatever to the need which the country has of capital to carry out 
material improvements. This result is alleged to be due to several 
causes, among which the following are the most prominent :—The 
obstacles created by inefficient Native subordinates, to whom the 
granting of such advances «ives extra trouble; the delay and expense 
of the initial procedure, under which the first application has to be ° 
stamped, the bond for repayment stamped and registered, and a 
minute and troublesome inquiry has to be made into the nature of 
the applicant’s tenure and its value; the necessity of paying interest, , 
which is usually fixed at 6} per cent. per annum; the small namber 
of years over which repayment may be spread, and the consequent 
largeness of the annual instalments; the early date at which they 
begin to fall due, even before the improvement has begun to realise 
a profit ; and the rigidity of the rales for punctual repayment. 


Suggested alterations in the Act and rules. 


3. The evidence we have obtained on these points leads us to 
recommend that the Government of India should cause an mquiry to 
be made as to how far these complaints are valid, and to what extent 
they can be met by an alteration in the ftules. While — all needful 
precautions are taken to secure the State from loss, every unneces- 
sary impediment should be removed which now makes the people 
unwilling to apply for such advances. In particular we recommend 
that the period over which the repayment of the debt can be spread 
should be considerably enlarged; that a reasonable time should be 












allowed for the completion of the work before repayment begins ; bs 
: that the rate of interest charged should not exceed what it costs 
Government to effect its loans; that the annual instalments should 
be fixed at an amount which would, in a prescribed term of years, | 
4 discharge the principal and interest together, so that any se porate 
* — — be avoided, and which — — tthe * 
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outside 10 per cent. on the original advance, at which rate it is 
calculated that the loan, with interest at 5 per cent., would be repaid 
in 14 years, If, on the other hand, a period of 20 years is allowed 
for repayment, the annual instalments need not be more than § per 


cent. on the original advance; if 25 years, they might be reduced to 
7 per cent. 


Advances to be managed by the Agricultural 
Department. 

4. Notonly should the way be made easy for landowners to 
apply for such advances, but they should be encouraged to do so by 
the advice and influence of the district officers. We suggest there- 
fore the advisability of entrusting this duty to the officer of the 
Agricultural Department in each district, who should make it his 
peculiar duty to encourage the landed classes to look to Government 
rather than to money-lenders for advances of this kind, should advise 
with them as to the objects on which money can be most usefully 
laid out, and should supervise the proceedings of the native agency 
through whom the details of the procedure must ordinarily be 
4, . carried on, 













Advances for objects outside the Act, and ir 
exceptional cases. 


5. Besides the advances given for the objects contemplated by 
this Act, advances of another kind have been, and still are, made out- 
side the Act, such as loans to help landowners to pay off debts, for 
the purchase of bullocks or seed grain, and for the construction of 
embankments and watercourses, loans without interest to some wild 
tribes, er to facilitate the recovery of the country from famine. 
‘It is undoubtedly well that provision should be made for giving assist- 

si exceptional cases which do not come under this Act, and 
ope liarly so when the country is recovering from so great a calamity 
tof famine. We have already proposed that the making of 
s to the landed classes: should be a part of the regular system of 
| — and this measure should be liberally extended and 
— wed d till the effects: of the famine have — away, There 
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circumstances are personally known. But care should be taken to 
avoid falling into excess in doing this, There could be no greater 
encouragement to unthrift and recklessness among the agriculturists 
than the knowledge that they have no need to accumulate capital to 
meet any misfortune that may befall them, but that they can always 
rely on obtaining from the Government the money they require on 
comparatively easy terms. The landed classes are only too prone to 
enter into any contract for the future which will relieve them from 
present pressure, and this tendency would be stimulated if the 
Government, as a rule, lent money except for the object of a definite 
and permanent improvement of the land. 


Improvements not to be the ground for increased 
assessments. 


6G. In addition to the difficulties mentioned in para. 2 of this 
section as arising out of the working of the rules made under the 
Act, another reason has been prominently alleged for the disinclina- 
tion of landowners to spend money, whether their own or borrowed, 
on the improvement of the land, and that is their doubt whether at 
the expiration of a term of settlement they will be allowed to enjoy 
the whole profits of such an improvement, or whether it will form 
the o@tasion for an enhancement of their assessment. In the Ponjab 
itis a rule of the revenue system that constructors of new wells 
should be protected for 20 years from enhancement on acrount of the 
irrigation thus provided, and that repairers of old wells and diggers 
of water-courses should be similarly protected for 10 years. In the 
North-Western Provinces, Oudh, and the Central Provinces no 
definite rule appears to have been laid down, In Berar and Madras, 
rules have been issued providing that the assessment on lands on 
which wells or other improvements have been constructed by the 
owners or occupants at their own cost shall not be enhanced at a 
future settlement, exeept on the ground of a general re vision of the 
district rates. But these roles have not the forceof law, andin the 
Bombay Presidency alone has this understanding been embodied in an a 
Act. We think it important that a precise By Hee, der- 
standing should be come to on the ee at atified by law, The 
landowner should be guaranteed against any 
assessment for such ap * ee 
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defining what the period should be for any locality or any class of 
cases, so that it may be clearly known, without fear of mistake or 
danger of retractation and change of view, by every landowner or 
tenant who executes a permanent improvement on the land, whether 
he is entitled to the entire profits arising from it, or to a part, for 
ever, or for a term of years, 


Right of tenants to make improvements to be 
affirmed, 

7. We think also that more distinct legal provision is required to 
secure that every occupancy tenant may effect in the land he occupies 
material improvements of the kind contemplated in Act 26 of 
1871 without requiring him te obtain the sanction of his landlord, 
and without endangering the security of his tenure. Sueh a right 
has nowhere been authoritatively declared by the law, and decisions 
of the Courts have in some instances negatived, and in others ques- 
tioned, its existence. Further, every tenant who is ousted by his 
landlord for failure to pay rent or other causes should obtain com- 
pensation for unexhausted improvements. A clause providing for 
the latter case exists now in the Rent Law of the North-Western 
Provinces, but does not appear to exist in the Punjab, Oudh, Bengal, 











[Airtracts from the Proceedings of the Governor General's Council, 
lated the 26th October, 1882.) 


Aonricunturiat Loans Burin. 
Tue Hoxuur Mr. Ceosruwarre said — 


The Council ts aware that an Act was passed in 1571 for the 
purpose of enabling Government to make advances of money to the 
owners and tenants of land for the sole purpose of improving that 
land. After some eleven years’ experience, it is universally admitted 
that the Act is a failure. The total advances under the Act for the 
whole of India do not come to more than four-and-a-half or five 
lakhs at the outside during the year, and the Famine Commission, 
in Chapter 4 of the second part of their Report, have called attention 
to this subject, and suggested that the Act might be made simpler, 
and the Local Governments might have more power to make the 
rules under which the Act is worked elastic and suitable to local 
peculiarities. On the report of the Famine Commission, the Local 
Governments were asked to give their opinions on these suggestions. 
Those opinions have now been receiyed, and are almost unanimous 
that the Act and the rules framed under it require simplification. 
The North-West Government are specially anxious that this should 
be done, and they have pressed it on the notice of the Government 
of India. In accordance with those opinions the present Bill has 
been framed, on the principle of leaving everything, that can pos- 
sibly be thus left, to rules to be framed by the Local Government, 
In the present ease, I think this method of framing the Act is not 
open to objection, because the only interests concerned are those 
of the — which advances the money, and it is — 
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We propose that the Government of India should have the power 
to place conditions on those companies, to ensure that their business 
shall be carried on in a proper and reasonable manner; and, if those 
companies fulfil the conditions imposed upon them, the Bill is so 
drawn as to enable them to take advantage of its provisions for 
the recovery of the advances; in fact, their loans will be secured and 
will be recoverable in the same manner as if the money had been 
advanced by the Government. 


This is the Bill which T ask leave now to introduce, and I hope 
that the Council will give me permission to introduce it, becanse, 
although I think it is open to doubt whether it will lead to a very 
great extension of advances by Government, I think it is quite 
probable that it may open the door to private enterprise in the matter. 
For my own part, I fear that, until the causes which prevent people 
from improving their lands are removed, namely, in the case of 
tenants, the want of security that the profits which are derivable from 
their improvements will not be appropriated by the landlord; I think 
that, until the provincial laws are altered in this respect, there is not 
much hope, so far as tenants are concerned; that they will take 
advance either from the Government or from private companies ; but 
I think that, when this Bill is passed, we shall have done all we 
ean in a direct way to make the system of advances popular. 

Tas Hon’sie Sin Stevanr Bayiey said :— 

iT have only | a few remarks to make in confirmation of the 

proposals of my hon’ble friend, Mr. Crosrawarre, in connection with 


. this Bill, which, T quite agree with him in hoping, the Council will 
give him permission to introduce to-day. 


He has told us of the origin of the Bill, but there was also 
another reason for bringing it in which he omitted to mention, 
which was a small technical omission, regarding the recovery of 
aterest on loan , which was brought to our notice by one of the 
— ‘But, in reading the papers connected with 

» I was very much struck by the unanimity of all those 
i — of te: old Taw having failed in accomplish- 
fl — of inion to — reasons of that failure : 
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improvement of their land; but that was not general, More com- 
monly it was said that the dealings of the cultivator with officials 
in matters of this kind were excecdingly troublesome, that at every 
point he was thrown back, and that it took him an enormous 
amount of time, and caused him an unreasonable amount of trouble, 
to get his loan. That was, I think, very generally agreed, 
Another point was the excessive cost of the application in point of 
fees; another point was the high rate of interest; another was the 
shortness of the time within which he had to repay the amount, 
and there may have been other reasons given, but those were the 
main ones in regard to the Actas it stood. But the real reason, to 
my mind, which has prevented the old Act from having anything like 
the operation which we would have wished for it, was brought out 
very clearly and lucidly in a report by Mn. Jones, Commissioner of 
Berar. He explained—and I think every one will agree that his 
explanation is incontestable—that the ryot, if he borrows from 
the Government, cannot also borrow from the village money-lenders. 
It was a sermon on the old text that you cannot serve two masters. 
The ryot comes to the Government and he receives the loan, but, in * 
order to receive it, he must hypothecate his land. Shortly afterwards 
be wants perhaps to borrow for some other purpose—for marriage, 
or to pay his revenue, or for any one of the thousand domestic 
purposes for which he requires money besides agricultural operations, 
He then goes to the village money-lender ; the money-lender turns 
round upon him and says:— No, you have already borrowed from the 





Government, the Government have been ruining my business by 4 

charging a lower rate of interest than mine; the Government have ‘ 
: already got the first lien on your land, and now you can mo... ——— 
——— the Government for the other money that you want.’ Well, vhen * 
it comes to a choice, and Gig Spot Than whellae ha. cheno 


* borrow from one of two competitors,—one of whom can only lend 
for one purpose, while the other can lend for all purposes,—there is Bin 
. Ee a eee kal hace ee ee — 
who can lend for all purposes, and despise the other who can only. 
Tend for one purpose. ‘That is, I think, the real reason which cuts: 
coca ee ee 


ed > ‘ony AS 
>. IC 








5 —— = 


| — Wad 
* who aren — ‘ve * a — — h 4 ‘ 
" 1:2 9 4 
» wT, . a en ae - 
—— 
. tay ay oon 2a —— 





GRANT OF LOANS AND ADVANCES TO AGKICULTURISTS. 57 


improvements, and to them the necessity for keeping on good terms 
with the village money-lender does not apply ; but the great majority 
of cultivators—even those very well off—all over the country, must 
occasionally have to apply for loans for temporary purposes. Well, 
I suppose, the logical deduction from this would be—‘ Then why 
not give up the whole business and try and arrange a system of 
companies or banks conducted by private enterprise which shall 
take over from you the agricultural loans, and at the same time 
carry out the ordinary domestic and iadustrial loans which the 
ryot wants at all times and in all parts of India?’ 


We have given a great deal of attention to this subject, with the 
assistance of my Hon'ble friends, Mason Baninc, Mr. Crosrmwarre 
and others; we have been practically working at it all the season; 
it has been thoroughly threshed out, anda scheme up to a certain 
point has been devised; but the more we worked at it, and the 


Foor — — eee —— — — - » 


. 

' 

deeper we dug, the greater the difficulties, and the more insuper- 

) able they seemed. We were met by these two main difficulties, 
sl in regard to Northern India especially,—first, that the ryot in 
A those parts has no transferable interest in his land which he can offer 


. as security, and the only interest: he can offer—his crops—are pre- 
1 viously hypothecated to the landlord. These were the two points 


1 at which we struck, We got pretty well on with the work, when it 
" was brought to our notice that a gentleman in Bombay—Mn. (now 
Se Sre Writiam) Wepperscrn—was at work on a similar scheme, and 


he had the advantage of being in communication with certain 
bankers at Poona who were apparently willing to assist him in 
starting an experiment of the kind. It oceurred to us that the 
experiment of an Agricultural Banking Society aided by Government 
should, in the first instance, if tried at all, be tried in a 
selected tract of country, and not thrown to be torn in pieces by 
_ the fortune or ill-fortune which might attend it under the varying 
i a conditions of different parts of India, and, when we eame to consider 
a — ——— country we should apply it, it seemed to us that very 
* is advantag existed in regard to the Deeean which did not 
— Tn the first place, the cultivator of 

ansfer: able ————— in the second 
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all is that we propose now to consult the Government of Bombay on 
the possibility of introducing such a scheme into a selected area in the 
Deccan. In the meantime, the necessity remains for amending the 
existing law, not only on the small technical point which I have 
mentioned, butalso on the various grounds given by Mr. Cnosrawarre. 
We wish to amend the defects in procedure, we wish to simplify the 
procedure in every direction, to shorten the operations and various 
processes through which the ryot has to go before he can get his 
loan ; we wish for permission to reduce fees anil stamp-duties; we 
wish to bring the interest down to the lowest point compatible 
with justice and fairness to the general taxpayer, and we wish to 
make the law as elastic as possible, and to leave as much 
as possible to be provided for by the rules of the various Local 
Governments. 


These are the objects with which the Bill is brought in, and 
I have no doubt that, in the hands of my Hon'ble friend Mr. 
Crostuwaite, these objects will be attained. We have also provided 
experimentally—and these provisions will have to be very carefully 
considered in Select Committee when leave is given to introduce the 
Bill—for permission practically for the Government to make over, 
in any tract in which an agricultural bank may be started, its money- 
lending business for agricultural operations altogether. Such banks 
have not yet been started generally, but I was very much interested 
in having my attention recently called to a report in the Bengal 
Government Gazette by the Commissioner of the Presidency Division 
of Bengal, giving an account of an agricultural bank which has been 
started in Jessore. That bank is conducted entirely by Native 
managers, and it has been started by Native capital. It is principally 
concerned with deposits by agriculturists, but it has also a good deal — 
of loan work. Naturally, you will ask, if an agricultural bank in 
Bengal can do loan work, why should we have been so much hampered — 





with regard to the security of the land and the crops? The answer is — 
given in the Commissioner's report on the bank. 2 — 


on the security of zamindaris and patnt tatags, that is to say, on w 





of the tank fam ot pit of view, b 


as - 4 


is absolutely, or nearly absolutely, proprietar — 











GRANT OF LOANS AND ADVANCES TO AGRICULTURISTs. 59 


His Excetcency Tue Paesipent said — 


I have only to say, in regard to this Bill, that it is not a very 
large measure. I believe, however, that it will remove many of the 
difficulties which now prevent the practical employment of the existing 
machinery for Government loans for agricultural improvements, and 
that, as far as it has that effect, it will, I cannot doubt, be beneficial 
to the agricultural community. : 

The difficulties found to exist in India in this matter are not 
confine! to India alone. We find also at home that loans of this 
description are not taken advantage of to the extent to which one might 
naturally suppose they would be, for very much the same reasons as 
those which have deterred agriculturists from availing themselves of 
them in this country,—namely, the difficulties created by the very 
strict rules which have been laid down for the guidance of applicants 
for loans of this description. These rules have been found to be 
unpalatable to English landholders, and I am not by any means 
surprised to find that they have had the same effect in this country. 
‘The main object of this Bill is to simplify those rules to the greatest 
possible extent, to enable them to be applied to the different parts of 
the country as varying circumstances require; and it is my earnest 
hope that, although the measure is not one of a very extensive 
character, it will effect a small and useful reform in the present system 
of loans for agricultural improvements. 














[Artracts from the Proceedings of the Governor General's Council, 
lated the 4th Jannary, 1884, | 


Aaenicunurunists’ Loass Bint. 


The Hown‘are Sie Srevarr Bayney said that the Act which he was 
asking the Council to amend was known as the Northern India 
fafavi Act. The Act was a very small one, and its whole essence 
consisted of one section, which said that, 

“The Local Government may, from time to time, with the previous sanction of 
the Governor General in Council, make rules as to loans to be made to owners and 
occupiers of arable land, for the relief of distress, the purchase of seed or cattle or 
any other purpose not specified in the Land Improvement Loans Act, 1883, but 
connected with agricultural objects.” 

The loans were tobe recovered as arrearsof land revenue. The 
object of the amending Bill was, in the first place to correct a small 
omission which was made in the original Act. The omission was this, 
that, although the loans themselves were recoverable as arrears of 
revenue, nO arrangement was made for the recovery of interest on 
these loans. It was proposed to provide for this. The second point 
was that the Act, which extends at present only to Northern India, 
might, at the option of other Local Governments, be extended to the 
provinces under their jurisdiction. The third point was to provide 
that loans given on the joint security of village committees, or to 


other agricultural associations of the same kind, might be collected 


on the joint responsibility in the same way as in the 


(Land) Improvement Loans Act. ‘These were all the — 


the amended Bill. F 


al 





| frtracts from the Famine Commission's Report, 1901.) 
Part III, Section V, Pages 102-106. 


ADVANCES ny GoVEEN WENT. 


310. There is some connection from the historic as well as from 
the economic stand-point between the establishment of Credit 
Associations and the encouragement of advances under the Agricultural 
Loans Acts. The historic connection lies in the fact that it was 
originally intended to incorporate in the Land Improvement Loans 
Act a scheme for the creation of Agricultural Banks, although not of 
the Raiffeisen class. The economic connection lies in the identity 
of the object, at which both Agricultural Banks and the system of 
Government advances alike aim. 


$11. That object is the promotion of agricultural prosperity and 
the improvement of the cultivators’ condition. “ The real justification 
of the policy (of Government advances to cultivators) lies,” said the 
Member in charge of the Bill, which became Act 12 of 1554, “in the 
position of Government as the great landlord of the country, and the 
direct bearing. which the welfare of the cultivator has on its revenues.” 
i But a wider view may be taken of the responsibilities of the Govern- 
ment, and its interest in the cultivator as a citizen no less than as a 
- contributor to its revenues justifies it in promoting his industry. The 
policy of the Zakavf Acts should not be regarded as productive merely, 
y but also as protective ; and it is upon the protective aspects especially 
ae that we would insist. We recognise the progress that has been made, 
since these measures were originally introduced, but we are convinced 
that there is both scope and need for a further extension of the policy 
in its protective aspect on lines of greater liberality. It will be 
4* Sete Regios separately with the two Acts, although many 
sonsiderations apply equally to both. 
aie. “The Land Improvement Loans Act (19 of 1883) in its 
ent rose out of the recommendations of the Famine Com- 
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313. It is not necessary to enlarge upon the importance, from the | 
protective point of view, of agricultural improvements generally. 
The Commission of 1880 drew attention to the matter and suggested, 
among other reforms, the possibility of “extending the practice of 
Bombay and Madras to Upper India so far as to rule that the 
assessinent of land irrigated from a permanent well should not be 
liable to enhanvtement on account of the well at any revision of the 
settlement, provided the well is kept in efficient repair.” This recom- 
mendation was embodied in the Bill which afterwards became Act 19 
of 1553, and was thus referred to by the Hon'ble Member of the 
Governor General’s Council in charge of the Bill during the debate 
upon it — 

“The section, as it left the hands of the Select Committee, proposed 
to go even beyond the recommendation of the Famine Commission, 
and to exempt from increase of assessment profits srising from im- 
provements effected by the aid of lonns taken under this Act, not 
merely for such periods as would secure to the maker a reasonable 
return for his investment, but for all time. In those temporarily 
settled provinces where cultivation has almost reached its natural limits, 
this principle might perhaps be applied with advantage; but in others 
where extensive ereas are still awaiting reclamation, which can 
practically yield no retarn and pay no revenue until irrigated, the 


bo enactment of such a hard and fast rale would result only in a useless p 
F sacrifice of the prospective financial resourets of the state.” 
q $14. For these reasons the clause which embodied the recom- 


mendation in question was curtailed; and the profits of those 
— — which consist of the reclamation of waste land, or 
the irrigation of land assessed at unirrigated rates, are still, in 
Vine Sate, eienitel: ee eee only fora 
S15, We have carefully considered thke “question £5: the light ces | 

the grievous misfortunes which have within recent years afflicted 
_ Upper India. Our enquiries demonstrate that there is a field” for the — 
constraction of wells, tanks and other artificial means of ir ig ition, 
would be difficult to assign a limit. It has a — — 
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short of a permanent exemption will stimulate the owners of land 
to that full activity, which is on every ground so greatly to be 
desired, 

316, We recommend, then, that in all future settlements any 
increase of assets due to the construction, otherwise than at the 
expense of the State, of wells, tanks or other artificial sources of 
irrigation should be “permanently exempted from assessment to 
revenue. We are aware of the objection that it is financially 
unwise to exempt permanently the increase of assets due to irrigation 
in the poorer soilx, because it is <in the poorer soils that irrigation 
will lead’ to the largest increase of assets. But this objection is 
met by the consideration that, from the protective point of view, 
it is just the poorest soils which are most in need of irrigation. 


$17. With a view to the encouragement of well sinking, we 
would also recommend that an expert staff be appointed, with power 
to disburse loans on the spot. Under the advice of this staff trial 
wells might be dug, the cost being recoverable from the landholder 
only if good water is reached. In all cases we recommend that partial 
or complete remissions should be granted if the well is a failure 
from causes beyond the borrower's control. The cost of this expert 
staff and of these remissions should be charged to a fund, constituted 
from the difference between the rates of interest at which the Govern- 
ment respectively borrows and lends. 


318. In this connection we would call attention to the recom- 
mendation of the Famine Commission of 1850, that the rte of 
interest should be reduced. It is a matter of financial calculation; but 
we consider that « rate of 5 per cent. would be sufficient. 'The principle 
is already admitted; for in the rules of most provinces provision is made 
for loans at low rates of interest, or altogether free of interest, and in 
- Madras and Bombay the ordinary rate for these loans is 5 per cent. 

— Bat we think the time has come to introduce a general role of greater 

















— the rules in this respect are generally liberal, 
Shenae be done to stimulate improvements by a more 
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the imposition of a permanent charge on the land irrigated 
from the well. 


$20. In the course of a Resolution of the Bombay Government, 
dated 25th July 1554, justifying the policy of charging an increased 
revenue on land which possessed the advantage of sub-soil water, it 
was stated, thatthe cultivator would be “stimulated to utilise the 
sub-soil water by this method of assessment.” The evidence that we 
have taken indicates that this hope has not been realised. Indeed, 
this method of assessment has apparently created much dissatisfac- 
tion in Guzerat. It was pointed out that the incidence of a “water 
advantage” rate is unequal and unfair ; for, while the rich and large 
land-holders can construct wells and recoup themselves, the poor 


‘cultivator, with a small holding and without capital to construct a 


well, must pay the rate without hope of recoupment. It was said, 
moreover, that the holdings of cultivators even when they are not 
poor and unable to build wells, frequently consist of patches of land 
situated in many ‘fields’, widely scattered over the village, and that it 
could not possibly pay to construct a well for any one patch. Sr 
these cases it is urged, that a “water advantage” rate is a mere additio 
to the assessment with no fair justification. These objections ae i 
“water advantage” rate scem to us to be very weighty, and we are 
unable, in the face of the results, to reconcile its existence with 
the liberal policy of the Bombay Government in foregoing all 
additional assessments on account of wells constructed by private 
enterprise. 

$21. The reclamation of waste land is of less importance from 
the protective point of view than the extension of | irrigation, but we 
consider that this also is a factor of protection. We recommend that 
in the case of reclamation, exemption should be granted for the term 


expires ; and that in the succeeding settlement, or for the re 


of the succeeding settlement, assessment at half-rates should bo | 
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$23. The Agriculturists’ Loans Act (12 of 1884) has been to 

such extent more successful than the sister Act. But there is one 

nf great objection to the present systernn—that the relief does not reach 
; the cultivators, who are most in need of it. The conditions of seeu- 
rity are strict, and the desire of subordinate officials to avoid all risk of » 
loss in collection is strong. The result is that these loans in ordinary 
limes reach only the more substantial and solvent cultivators, who 
are the least in need of them. The culfivator who is struggling in 
deep waters cannot hope to profit by a fatanri advance. He is in debt 
because he is poor; and his poverty prevents him from obtaining 
the means of escape from debt. We recognise that it is impossible 
to reach by loans of public money the lowest strata of agricultural 
society ; some security at least must be required. But we are of 
opinion that more may be done by a development of joint personal 
security. One of the three great objects of Act 12 of 1884 was to 
“provule for loans being made to village communities or other asso- 
ciated agricultorists,” and to the principle of joint responsibility we 
look for a large extension of these loans. We have already noted 
that this principle was applied with great success in the Central 
Provinces during the recent famine, and it is not, we think, too much 
to hope that a systern which was so far snecessful on one occasion 
aay be generally utilised to extend the beneficent range of these 
advances to deserving but poverty-stricken cultivators. Before this 
ean be done, however, there must be a revision of such existing rules, 
as lay stress on the need for the security of real property and the 
desirability of limiting the advances, that can be made, to those whose 
“= > J rights in their holdings can be brought to summary sale—an instance, 
surely, of the manner in which the object of the rules is lost sight 
of in their application. It is scarcely necessary to remark that the 
"Mee re eusons for reducing the rate of interest are particularly cogent in the 

se of loans under this Act. 


* 24. We believe that, if our recommendations, on both those 

Acts are adopted, one step will have been taken towards the solution 

of ae —— In the debate on Act 19 of 1883 it was remarked 

tl » Northern India Zakawi Act requires for its application 

on | fa case but little preliminary enquiry,” and the need for enquiry 
ts system of records” improves. Some help may be 

mn vik * icin agency, and. — — the 

—— removed. Hard and fast igure 
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rules limiting the discretion of Collectors, as to the classes to be re- 
lieved and as to the extent of the relief, are inconsistent with the 
policy that we advocate, It is a good rule, and has worked well in 
practice, to authorise Deputy Commissioners, and Assistant or Extra 

» Assistant Commissioners, to distribute agricultural loans on tour after 
enquiry on the spot. We strongly recommend the adoption of this 
rule wherever it is not at present in force. It ix peculiarly suited 
to advances on a joint bond, which it is also caleulated generally to 
popularise, And it is to the principles of the joint bond and personal 
security that we look in the future for the greatest benefit from 
these loans. 





ii 





[Metracts from the Report of the Indian Irrigation Commission, 1903.] 
Part I, Chap. VI, Pages 59-70. 


LOANS POR AGRICULTURAL IMPROVEMENTS. 


182. The takavi system.—Of all the methods by which Govern- 
ment is able to stimulate and assist private irrigational im provements, 
the most convenient and obvious is the system of State advances to the 
cultivating and land-owning classes, known as fokavi. We propose, 
therefore, to consider briefly what use has been made of this system, 
and how far such use is capable of extension and the system capable 
of improvement. This system has existed in India from time 
immemorial, and is now regulated by special laws, namely, the Land 
Improvement Loans Act (19 of 1883) and the Agriculturists’ Loans 
Act (12 of 1884) for the whole of India, and by rules under these 
Acts, framed for each province by the Local Governments, and 
sanctioned by the Government of India. Under the former Act 

: money is advanced for specific purposes of land improvement, and 
under the latter, for seed, cattle, and other miscellaneous agricultural 
purposes. But the objects of the two Acts are closely connected, 
for it will often be the case that in order to make efficient use of his 

improvement the cultivator will find it necessary to provide himself 
with cattle and manure, well-gearing and the like, if not with seed. 
— — 













114. It will be seen that in this period (re. 10 years ending 
1900-1), 625 lakhs of rupees have been adyanced by Govern- 
_ ‘mont, 345 lakhs as agricultural loans, and 277 Iakhs for the 

| purpose of land improvement. Of this latter sum, 202 
are returned as having been advanced for wells and 
8 ee ation, including i in these categories, tanks, wells, temporary dams, 
| rrigation channels, and the like. The remaining 75 lakhs are 
ret arne Las pga been advanced for other purposes. But out of 





: J 
\ 








—*3 J 











porate A 


ipsa 


| aii s in the ‘Chenab and Thelum colonies, — at 
een A — Doping to at embankments 








65 GRANT OF LOANS AND ADVANCES TO AGRICULYURISTS. 


six-sevenths may be taken as having been advanced for irrigation + 
purposes. Out of the amounts advanced under the Agrioulturists’ 
Loans Act, substantial sums have been given in Sind for canal eclear- 
ance, and in all provinces for such objects as the provision of lifting 
gear for wells and other purposes closely connected with irrigation, 
Of the large sums given out during the famines for cattle and seed, 
a very considerable proportion must have been required for the working 
of wells, or the cultivation of lands under both wells and other sources 
of irrigation, which lands, but for the aid afforded, could not have 
been cultivated, It will be observed that considerably more than half 
of the total advances were given in years of severe drought—generally 
speaking, the famine years 18)6-07 and 1599-1901, when large 
concessions were made, on account of the impoverished condition of 
the cultivators, to stimulate the construction of wells in the drought- 
stricken areas, and to provide employment on other works of agricul- 
tural improvement, mostly of direct or indirect irrigational value, 
for many of the labouring classes who would otherwise have come on 
to the State relief works. The amount of the loans in the famine 
years cannot therefore be taken as a criterion of the use which has 
fr been, or can be, made of the system in ordinary years. They indicate, 
however, what large sums can be disbursed when a keen demand has 
if. been excited by urgent necessity, and when the energies of a large 
i. staff of officers are concentrated upon meeting that demand. 

185. It will be instructive to analyse further the figures of ad- 
vances for land improvement in ordinary years. The first noteworthy 
point is that, out of the 142 lakhs advanced, Madras has given 564 and . 
Bombay nearly 36, or between them, 924 Inkhs, The Punjab comes 
next with little more than 19 lakhs, while Bengal, the United 
Provinees, and Central Provinces, give only {5 lakhs between them. 
Berar and Ajmer-Merwara gave each twice as much as the Central 

Provinces. On the other hand, out of the 119 lakhs advanced 2 a 
: agricultural loans, no less than 78 were given in the Punjab, United: 
a Provinces, and Central Provinces. ) 
186. Now, the diversity of conditions in the various: rovince⸗ 

such that it would, of course, be unreasonable to expec val 
: thar — — ot et them. —— ong 
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purposes in the Punjab, United Provinces, and Central Provinces, 
than in other parts of India. Weare far indeed from saving that 
even in Bombay and Madras the amounts advanced for land improve- 
ment have been as large as they might have been if the Governments 
and their officials on the one hand, and the people on the other, 
had been fully alive to their opportunities. Itis worth noting that 
in Bombay, during the normal years 1895-04, 1894-95 and 1895-96, 
out of 18 lakhs advanced, 12 were given in three districts of 
Belgaum, Dharwar, and Bijapur, of the Southern Division, where 
vigorous measures had been first started on the initiative of aq 
individual officer who for a series of years administered the collec- 
torates of Dharwar and Belgaum. Similarly, in the Madras Pre- 
sidency out of 30 lakhs advanced in the years 1591-02 and 1592-093 
15 were taken up in the single district of Coimbatore. The years 
were deficient in rainfall, but Coimbatore was by no means the most 
severely affected district, and the lange amount of taser: taken was 
largely due to the exertions of the Collector of the time. It is not 
perhaps too much to say that, the history of the fluctuations in the 
amounts of faturi taken up in any provinee, is the history of 
the interest taken in the matter by individual officers, who were quick 
to apprehend the kind of improvements which the agriculture of 
their districts required, and the value of fafaré advances as a stimulus 
to the exeention of such improvements as were most suitable to the 
locality and its needs. Thus the advances in the Bombay districts 
mentioned were spent chiefly upon the levelling, terracing, and 
embanking of fields, while in the Coimbatore district of Madras 
they were spent chielly on wells. And there can be little doubt that, 
w?€é if all Collectors in Madras and Bombay had taken the same interest 
sin their fataeé work as the heads of the districts mentioned, still 
< larger sums would have been advanced throughout the two Pre- 

_ sidencies than have yet been given in ordinary years. But if this 

— in Southern India, far more is it so in the Northern 
Provinces s, where #0 little lakavt esheets spe present 
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a lakh; and Mr, Aten, of Bengal, without stating any specific sum, 
considers that the advances might be very largely increased in that 
province, 

187. Adrances by the Opium Department. 





A strong proof, if proof 
be required, that much more can be done in ordinary times 
by means of State advances than many are inclined to suppose, is to 
be found in the operations of the Opium Department, which every 
year advances very large sums to cultivators of poppy, on condition 
that certain areas are put under that crop, and, in addition, a certain 
Amount for wells, which, however, are used for other crops as well as 
for poppy. We do not suggest that it would be possible for 
Collectors to advance on the same seale. But the work of the Opium 
Department shows that there is no insuperable difficulty, or reluctance 
on the part of the cultivator, to prevent him from taking State 
advances from Government for agricultural purposes, when the 
ailvantages to be gained have been properly impressed upon him. 

188. Stimulating means required —Although, then, there are 
defects in the f¢ataré system to which we shall advert below, and 
improvements to be made, yet the first and perhaps the principal 
measure required is to quicken the interest of all classes of revenue 
officers in ¢akavi work, to place liberal allotments at their disposal, and 
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presumably gains appreciably. We think that these loans ought not to 
be made a source of profit to the State, and that the interest on them 
shonkl be reduced to a point sufficient merely to cover the risks taken. 
At present the amounts found to be irrecoverable are inappreciable ; 
and the charge for risk might, therefore, be correspondingly small 
while the security remains as good as at present. We have made 
recommendations which may slightly increase the risk ; but, even if 
they are accepted, we would suggest that the rate of interest may, 
with advantage, bo reduced to 5 per cent. in all provinces. We think 
that such a reduction will be likeby to strike the popular imagination 
as an act of great liberality, and may increase the attmetiveness of 
takavi loans in far greater proportion than might be anticipated from 
the small diminution which would result in the actual payments by 
each individual cultivator. 


190. The remarks in the preceding paragraph refer generally to 
fakavt advances in all parts of the country. We have, however, also, 
carefully considered whether in precarious tracts where it 1s desired to 
give a special stimulus to irrigation, it would be desirable to reduce the 
general rate of interest, or grant loans free of interest. On the whole, 
we are of opinion that, it would be preferable to make free grants-in- 
aid, as proposed below, charging full interest on the remaining part of 
the sum required, which will be treated as an onlinary ftefaré advance. 
‘This plan has numerous advantages. The financial arrangements will 
be sounder and simpler. The free grants will be chargeable to some 
final head of expenditure, such as ‘minor works, agricultural’. It will 
be easy also to work a system of free grants with considerable 
- elasticity. Thus the grants might vary from wm/, by tenths to, say, 
1* ſivo⸗tonth⸗ ; or, by sixteenths, to eight annas in the rupee, of the total 
| — required. 

«19. Rigidity of collection —There is no cause of the alleged un- 
po} opularity of the tasers system which has been more frequently testified 
xt es ithexi the rigidity of the system of collection. It is pointed out that 
| ee ane, sie nder gives time readily to the client with tolerable credit. 
( ee or never gives time. There ean be hardly any 
does constitute an objection in the mind of the culti- 
——— provided that he can get the 
r git oa elsewhere. ‘Ttis not that he has — 
t. ‘This wou oo i b ubly be no greater burden 
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with remarkable punctuality. But he has also to pay an instalment of 
principal which, if his crops are poor, may be a considerable burden. 
The Collector or head of the district has authority, noder the rules in 
all provinces, to suspend payment on the occurrence of failure of crops 
or other exceptional calamity, subject, however, to a report to higher 
authority. But this power of suspension is not very frequently exer- 
cised, except in years of very general failure of crops ; and when it is, 
the result is merely to postpone payment of the instalment for a single 
season, with the result that in the ensuing year the cultivator has to 
pay double the usual amount. The increased payment must often be 
raised with difficulty, and it is probable that under the circumstances, 
cultivators would seldom care to apply for suspension of fakavi pay- 
ments. Weare of opinion that, suspension should be given without 
hesitation whenever, from causes beyond the control of the borrower, 
his crops fail to such an extent as to render the payment of the year’s 
instalment unduly burdensome to him ; that whenever suspensions of 
revenue are granted, they should carry with them automatically suspen- 
sions of the fafav: instalment which may be due the same year ; that 
the officer who has authority to grant the Ioan should also have 
authority to grant the suspensions ; and that the suspended instalment 
should not be made payable in the ensuing year with the instalment 
of that year, but that the effect of suspension should be to postpone 
by one year the payment of all remaining instalments due on the loan. 
It seems also unnecessary for the head of the district to report each 
case of suspension, as it occurs, to superior authority. Greater leniency 
in the matter of recovery cannot well be exercised by Government, 
which in these matters is unable to place itself in the — 
as a private creditor. 


192. Period of repayment.—There i is, however, a measure which | 
would undoubtedly go far to mitigate the hardship of rigid recovery, : and 4 


ven aba Ne ad PRG periods of repayment. In several places 
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fifteen years, Inthe Tunieb, the fsirg of a period longer than twenty 
years actually requires the sanction of the Government of India, which, 
it is observed, will ouly be granted under very special circumstances, 
and the injunction is given that advances must be repaid in as short a 
period as is consistent with the object for which they are made. This 
order indientes the spirit in which the law and rules have been worked, 
⸗ and the effect has been that loans are seldom granted even for the full 
period for which the Collector has diseretion. Short periods of re- 
* payment are considered to facilitate recorery, and are allewed to be in 
: the true financial interest of the borrower. But neither of these 
considerations is mentioned or alluded to in the law, which prescribes 
that, in considering the periods for loans, regard should be had, (a) to 
the durability of the works, and (4) to the expediency of their cost 
being paid by the generation of persons immediately benefiting by 
them. [Section 6 (3), Act 19 of 1883). In ou opinion the 
borrower may be left to judge what his own financial interests and 
those of his successors are in this matter, and it veems to us hardly 
necessary for the Legislature to direct that attention should be given 
to consideration (4). Up to the present, the periods sanctioned have 
~ generally been so short that it can rarely have been brought into 
account at all ; and if, in the future, longer periods are allowed, it will 
be many years before the enthusiasm of the cultivating and land- 
owning classes foragricultural improvement ix raised to such a pitch 
as to pass the bounds of prudence, and so endanger the prosperity of 
eee generations. On the contrary, we apprehend that, by the 
— of such investment, posterity are likely on the whole to 
substantial benefits, There is, also, no apparent reason why, when 
ation a loan for an agricultural improvement, the borrower should 
= * ettered by considerations, which are never allowed to stand in the 
way of the far more extensive borrowings which are made for purposes 
— merative and extravagant expenditure. Generally speaking, 
n, the : sole —— in determining the period of repayment 
d hod * durability, or what we may term the ‘life’ of the work ; 
ful gil so detesmnined should be offered to the borrower ; — 
—* tever shouldbe placed upon him with the object of 
te — choose a shorter — 
= there are some works, ole — — wells 
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there would be no objection, according to the principles stated above, 
to the acceptance of a perpetual charge equivalent to the interest on 
the capital advanced, instead of an instalment sufficient to extinguish 
the debt within a term of years. This proposal deserves examination. 
In some Native States money is frequently advanced for well cons- 
truction in return for an additional assessment upon the land bene- 
fited. But in the Northern Provinces of British India, where the 
period of the exemption of improvements from taxation is not per- 
petual, this practice could not be worked at all; and in Southern 
India it might be looked on, though erroneously, as infringing the 
principle of such exemption. Many good authorities doubt whether 
the ryot would like the perpetual charge. This is a matter of opinion 
which cannot be settled until the feeling of the people has been 
tested. But weare ourselves somewhat reluctant to suggest perma- 
nent indebtedness asa possibility. There is an undoubted stimulus 
to thrift, and advantage to the borrower, in arrangements enabling 
him to extinguish his debt within a reasonable period ; and, if the 
period of repayment be made Jong enough, the excess of the annual 
payments over the perpetual charge will not be large enough to deter 
people from borrowing. Thus, supposing the period which might be 
allowed for wells in the Bombay Deccan, where, if properly made and 
maintained, they are virtually indestructible, to be fifty years, then 
at 5 per cent. interest, a payment of Rs. 5-8 would extinguish within 
that period a debt of Rs. 100, whereas the perpetual charge would 
be Rs. 5, or only 8 annas less per annum. No reasonable man would 


prefer the perpetual charge for the sake of saving the eight annas. 





On the other hand, as the figures given below show, the perpetual 





charge would be a far easier annual burden than the instalment — 
required to discharge the short-term loans now given, in which the — 
period extends to but seven or ten years, or even a loan for as long as 
twenty or thirty years. = 
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194. This policy of offering long periods of repayment should be 
followed in all parts of India. For there is no part in which there 
is not great room for the extension of agricultural improvement, 
or,in which the State ought not to encourage such extension to the 
utmost of its power. But in tracts secure from famine or severe 
scarcity, the State will not be justified ‘in running extraordinary 
risks, and in such cases a strict estimate should be made of the life 
and durability of the improvement. Following these principles then, 
we recommend, either that no maximum period should be prescribed 
by the law, or that the maximum for the whole of India should 
be fur longer than the existing maximum of thirty-five years. In 
view of the considerations stated below, fifty years would seem to be 
a suitable term. Within the provinces, Local Governments might 
be empowered to prescribe in the rules maximum periods for different 
tracts and districts, and for different classes of works, having regard 
to the durability of the work for which the loan is granted. As the 
rules require the sanction of the Governor General in Council, it will 
be easy for the Government of India to check any tendency, if it 
arises, to allow excessively long, or unduly short, maximum periods. 
The officer empowered to grant loans should, in every ease, have full 
power to fix the period within the maximum, if any, without prior 
reference to superior authority. 


195. Permanent charge for interest —There ia another alternative 
which has much to recommend it. Working as before on the basis of a 5 
cent. rate of interest, the borrower, if he would build a thoroughly 
durable well, might be changed Re. 5-8 per cent., to be paid so long 
as the well endures, without any demand for repayment of capital, 
al ough he might repay at any moment any portion he wished, 
thereby: reducing the interest proportionately. This would be identi- 
eal with the former proposal if the well endured for fifty years and no 
i longer. It would be to the interest of the borrower to make 
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th 2 work last as long as possible, but if it failed within 50 years there 
would be a loss to’ Government. On the other hand, if the work 
laste 1 _ more than 50. — Government would gain, as it would 
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196, We cannot say which of these proposals would be regarded 
with greater favour by the borrowers, but there would be no loss. to 
Government under either ; although, from the point of view of the 
cultivator, there would appear to be a relinquishment of all claim 
to the principal, notwithstanding a very moderite change as interest, 
Which in the case of the latter proposal would also be relinquished 
as soonas toe failure of the well rendered the payment burdensome. 
These terms would very probably appear to be far more liberal and 
attractive to the ryot tian to the actuary. And, in dealing with 
the people of this country, what may be called sentimental considera- 
tions of this sort, are of great importance. 


197. Delays ia distribution, and eraction of nnderfings,—According 
to the evidence which we have taken, one of the greatest obstacles 
to the extension of éakuri advances consists in the endless delay 
and trouble which seem inseparable from official procedure—the 
visits to head quarters, the official inspection, and also the substantial 
portion of the advance which is apt to stick to the hands through 
which it passes. These evils seem to be universally recognized and 
admitted, and we have no desire to minimize them. But we have 
some doubt as to the extent to which they have effectively lessened 
the demand for fsfae/, The payments to underlings seem most 
unfortunately to be cheerfully acquiesce in by the people, and pro- 
bably do not exeeed the discounts and commissions which any 
chent will have to surrender to his money-lender in the course * 
of his haggling with him, The head-quarters of the district or 
sub-division mre Givwie stot farther away than the shop of the 

money-lender with whom the ryot transacts business, We are 
unable to suggest any general remedies. But there seems to be no 
reason why journeys to head-quarters should: not be shortened or 
saved, by giving powers generally to sub-divisional officers, and — 








certain limits, instead of retaining the whole power in the bands of 
the Collector, as seems to be done in other provinces. Tt has also been : 
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go into camp with money in his hand, receive applications, ir 
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pursued by the Opium Department in the distribution of their 
advances, We recommend that the experiment be tried in districts 
in which it may be determined to make large advances in future. 
There are few provinces in which it would not be possible to select 
tracts in which very considerable sums might be distributed in this 
way with the certainty of great benefit to the people and the 
Government. ° 


198. dagquiries regarding accurity.—One of the chief reasons for 
delay in the disposal of applications for fasar/ has been found in some 
provinees to arise from the length and complication of inquiries into 
the sufficiency of the security offered. In most cases the security 
taken is the land to be benefited. Its value is easy to ascertain 
sufficiently well for practical purposes. The principal object of the 
inquiries is generally, therefore, the extent to which the land has been 
previously encumbered. Now,it was probably the intention of the 


framers of section 7 (1) (¢) of the Land Improvement Loans Act 


that, the land benefited should be saleable for recovery of fataré 
arrears, just as it would be for recovery of arrears of land revenue, 
free of all encumbrances. But doubts have arisen as to the exact legal 
effect of this provision. These doubts should, in our opinion, be set 


at rest under competent legal advice, or, if need be, by one or two test . 


cases; and then, if necessary, the law should be amended so as to give 
effect, beyond any possible question, to what appears to have been the 
original intention of the Legislature. Once the land is made saleable 
free of all encumbrances, elaborate inquiries into their existence will ; 
be no longer necessary. The just rights of prior encumbrancers seem 
to be sufliciently guarded by section 5 of the Act, which provides that 


officers may, if they think it expedient, publish a notice calling for 


objections to the grant of the loan, and must consider objections 
submitted, and make written onlers admitting or overruling them. 
This provision could, if thought necessary, be fortified by making 


* public notice compulsory, 


199. The other remedy against prolonged inquiry into the matter 


F of encumbrances is to prescribe, if necessary by law, that wherever a 
Beers ce rights has been prepared, objections submitted by prior 


2cumbrancers will be recognized only if the encumbrance has been 
— y entered in the record. This will enable the inquiring 
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prior encumbrances, however, should not necessarily bar the grant of 
the loan, The value of the land as security to the encumbrancers 
will generally increase by the improvement. The encumbrancer may 
foreclose and get the benefit of it. But its value for protective 
purposes will remain, and the security of Government in the land 
for purposes of recovering the advance will not be impaired. 


200. Transfer of ocenpancy rights.—There seems to be little doubt 
that in samindarié provinces the fact that the occupier of the soil is 
generally a tenant without rights of transfer in his holding, throws 
considerable difficulty in the way of advancing him money for 
improvements. For the best and most obvious security for the 
advance, namely, the land benefited is not available unless the 
land-owner can be induced to stand in; and this he can seldom be 
prevailed upon todo. In the Central Provinces an attempt has been 
made to overcome the difliculty by making tenants’ holding sale- 

passione Ace ites able for the recovery of Government loans, 
tions 46 (3) ond 70 We think the advisability of making similar 
9). provision in other provinces should be considered ; 
although most officers seem opposed to such a measure, mainly from 
fear, first of its leading to the acquirement by the occupancy tenant, 
to his ultimate ruin, of full rights of transfer, and secondly of the 
extreme opposition of the land-owners. But opposition might be 
conciliated by giving the landowners rights of pre-emption; and as 
regards the risk to the tenants from an undue extension of the right 
of transfer, it may be observed that where the land-owners have 
considerable estates, as in many parts of the United Provinces and 
Bengal, the greater number of wells and other small improvements 


are made by the tenants; and the importance of providing the 


er TS te 
to justify the ranning ofa risk, which, after all, can be avoided 
by firmness and foresight on the part of the administration. We 





understand also that, as a matter of fact, transfers are even signa | 


effected by tenants in the form of sub-leases. It may, 
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deserves mention: namely, the taking of joint security from several 
tenants. In Northern India the areas irrigated by wells are often 
: so large that several holders may be interested in the same well, 

Indeed it seems to be a general practice in parts of the United 

Provinces for all the neighbours to use a well which commands their 

lands, by whomsoever it be made, after the wants of the owner are 

satisfied. Notwithstanding the frequent difficulty of inducing 

people to co-operate, it seems not improbable that in order to secure 
this user as of right, instead of merely by permission as at present, 
there would be no insuperable difficulty in inducing neighbouring 
tenants to stand joint security for one another. It may be observed 
that the Opium Department generally advances for wells on this 

“system. 

202. Advances on personal acenrity.—But even if this measure fails, 
we think that the experiment ought to be freely tried, of advancing 
to tenants of solidity and character, upon their individual personal 
security alone, Their crops and personal property will often suffice 
to cover any but a very large loan; and the general integrity of 
takavé borrowers, as amply evidenced by the insignificant amount of 

= irrecoverable loans, ts an asset which should by no gneans be 
overlooked. 

203. Simplification of accounts —We regard simplicity in accounts 
and procedure as of the greatest importance, with the object of saving as 
much trouble as possible to the subordinate revenue officials, who have 
it in their power to discourage applications for fafari, From this 
point of view we think the separate account of principal and interest 
a _ mistake. With an instalment of fixed amount, and with penal or 

compound interest exacted in only very exceptional cases, nothing 
"more than the simplest record of repayments will be necessary. 

204. It has been suggested to us that, when Iand revenue is re- 
covered by rates upon the area cultivated or matured in each harvest, a 
_ takavi advance might be recovered by a percentage surcharged on the 
> ; — Und revenue, so that the recovery would be automati- 
1 ino en een Se repay meat The idea seems to us 
‘Under this system, however, annual payments will vary 

y trom * ‘to — it will ee ‘be diffieult: Le 
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check cn his repayments. To meet this objection, and to simplify 

; calculations and accounts, we would make a cemposition with the 
borrewer for a Cefnite sem, which would Le determined on terms te 
be fixed for each tract. We would say to him, for instanee— You 
have borrowed rupees 200. Tf you repay it by fixed irstalments in 
twenty years, you will have to pay rupees 24 a year, or rupecs 420 
in all, We will take so many anras m the rupee on your land revenue 
till you have paid rupees 480, not charging more if the twenty years 
are exceeded, or lees if the meney is recovered eocner.”’ The result 
will be that over a series of good years, when the revenue payments 
and surcharges would be relatively high, the Goverrment would te 
repaid sooner and receive a better rate of interest on the money lent, 
while over a series of bad years the pericd of repayment would be’ 
longer and the interest lower. If the terms of composition are 
judiciously fixed, Government will in the end lose nothing on an 
average of transactions, and the individual borrower will benefit by 
the adaptation of the lean recoveries to his fluctuating resources. 


2905. Evxtallishments«—WVf takari advances increase at all upon the 

scale which we shguld hope and wish to see, there is certain to be a need 

for incremes of establishments, at any rate in particular tracts where 

there is large scope for the work. A great deal can be done by 

, trifling increases of the subordinate establishments, such as were long 
—— ago made in the three Carnatic districts of the Bombay Presidency 

foe * * * * ut it is not unlikely that in other | 

| places more may be needed than this; and epecial cfficers with suit- — 
able establishments may have to be provided, either to deal with = 
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officers. In districts in which agricultural banks may be succesfully 
established, it may be porsible to utilize their agency in the distribu- 
tion of fasart, or even to make advances to the banks on their own 
security for the purpose of agricultural inprovements. 


| 206. Procedure in time of famine — Onur observations have, so far, 
been confined to the administration of the fasaré system in ordinary 
* times. In times of famine, large departures will, of course, have to 

| be made from the ordinary rules. It is unnecessary here to say 
| more than that, we entirely approve the system followed in recent 
famines, from 1596-97 onwards, in accordance with which very 
large sums were advanced for private irrigational improvements, and 
extraordinary concessions were made. There can be no doubt that, 
in addition to the actual help derived from the advances, a valu- 
able stimulus was given to the execution of improvements ont of un- 
: aided or only partially aided private resources. The only point on 
which we have to offer advice is that, the greatest care should be 


= taken in famine times to have the advances given ont early. The 
(fc authorities should begin offering the advances some time before it 

; has become certain that the impending scarcity will develop into 
— famine. For each district a sum based vpon experience of require- 
e ments in previous famines should be fixed beforehand ; and authority 
i to disburse up to that sum should be given to heads of districts by 
—J the Local Governments as soon as they are satisfied that the emer- 
—— gency has arisen which would justify such a measure. The grant 
ih: of such authorization would be reported at once to the Supreme 
ad Government as a warning of the financial provision likely to be 












required, In this way the delays incurred, at an important crisis, 

= in the preparation of detailed estimates requiring a number of reports 
_ from the local officials, would be avoided, But these estimates could, 
" of course, be prepared subsequently at comparative leisure. Small 
and | , _ irrigation works are those which are likely to -be most 
We ef fil oa the occurrence of famine, and all permanent allotments 
phe at once diverted to these, so far as is possible within the 


— s by ih he a spt may wild for the — 
nt of private i on works. fearon me frp.convinced that, 
t ——— 












82 GRANT OF LOANS AND ADVANCES TO AGRICULTURISTs. 


exposed to famine. These concessions shoul generally take the simple 
form of free grants of money, which may be fixed at a maximum of 
one-half the total amount required, up toa limit of, say, rupees 500. 
The localities in which these»grants would be justifiable may be 
characterised broadly as those tracts which have suffered severely in 
any great famine, such as those of 1576-77, 1890-97, and 1809-1900, 
and have not since obtained, by irrigation or otherwise, protection 
sufficient to guarantee them against the recurrence of similar calami- 
ties. " a ” * There may 
often be in such tracts better financial justification for the grant for 
wells than for a canal depending upon storage. We do not, however, 
contemplate the bestowal of free grants in every case even in such 
a tract, but only when the concession is justified by the poverty of 
the applicant, or where the margin of profit from irrigation is so 
close that the concession will make the difference between profit and 
loss to the irrigator. The proportion of the free grant to the total 
sum required should, we think, vary with the circumstances both 
of the tract and of the grantee; and as the development of irrigation 
in any tract progresses it will be reasonable to reduce that proportion 
gradually to aif. We do not desire that taking of faéari should be 
a necessary condition of receiving a free grant. Such grants should 
be allowed to cultivators who are, although poor, thrifty — to 
provide the remainder from their own resources. 


208. Some witnesses have proposed that in precarious tracts a 
bounty should be given on every well. The plan has the merit of 
simplicity. But, provided that no inordinate difficulties are found in 
determining the resources of the grantee, it may be doubted whether the — 
plan would be so suecess ful in getting the maximum number of wells — 
constructed as that which we recommend. Our proposal restricts es! 
grants to people of slender resources, and so encourages more people ae 
of this class to construct wells with the aid of funds which under the — 
section as ree as ee ce a 
whom would make wells without Government aid. Other concession 
such as postponement of comencement of repayment: until the} 
— — of the’ mms 















— 
a 













++ > —E 
7 


| 4 —* * 553 a M0 — 
, or ra 

































GRANT OF LOANS AND ADVANCES TO AGHICULTURISTS. 83 


209. Disbursement of loan, and inspection of work.—In order to 
secure that loans and grants are expended upon the objects for which 
they are granted, it will be necessary to observe carefully the precautions 
which we believe are already enjoined in all provinces, namely, the 
inspection of the works and the disbursement of the money allotted in 
instalments, the second instalments not being granted until the local 
authority is satisfied that work to the value of the first has been execu- 
ted. Where advances are large, it will be necessary to have a special 
agency for inspection; elsewhere probably the work can be done by the 
ordinary establishments with such additional strength "as may be 
required for the distribution of advances on the larger seale now 
contemplated. It is possible that the inspections may be turned by 
subordinates into an oceasion for black-mailing. But we do not see 


how they can be dispensed with. The subordinates’ inspections should 
be checked as far as possible by superior officers, who should regard 


this duty as one of the most important items of village inspection 
work. Care should be taken that the advance or grant will fully cover 
so much of the total outlay required to construct the work as the 


borrower is unable to provide from his own resources. Insufficient 
allotments merely lead to waste and tempt the borrower to misapply 
the money received. 


210. Forecast of ontlay in each province—In order to give some 
“rough idea of the sums which may have to be provided during the 
first few years until repayments of fafavé bagin to flow in, we 
hazard the following forecast of the amounts likely to be required 


— nually in each province — 
renaissance 


| PROVINCE, Torat. Free rant. Tukavi. 
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The amounts at present allotted to these provinces for fakavi alone 
average 194 lakhs in ordinary years. What we virtually recommend, 
therefore, is that Government should treble the existing fatavi grants, 
and make an allotment of 17 lakhs for free grants-in-aid of works 
of private improvement, under some definite head of expenditure, 
say, ‘minor works,—agricultural.,’ 


211. We have very little on which to base this forecast, exeept 
conjecture and the opinions of well qualified officers. The exact allot- 
ments will have to be settled with Local Governments and Administra- 
tions. But even this expenditure will effect very little. Thus, 
calculating the expenditure required to protect an acre of land by 

* means of the various private works at Ks. 100 in Madras and 
Bombay, and Rs. 50 elsewhere, we find that 75 lakhs would give 
protection to about one hundred thousand acres per annum. In 
twenty years, therefore, the protected area would have been 
increased by two million acres, <A considerable portion of this, 
however, would not be in the areas liable to severe famine. It 
will probably be sanguine if we calculate that one and-a-half 
million acres within these areas can be protected in twenty years 
by means of fakavi and grants-in-aid. Exeluding Burma, the 
total area of cultivation exposed to famine may be put roughly at 
one hundard and fifty million acres. Thus, by means of fatave 


! , and grants-in-aid alone, protection can be given to not more than I 
J per cent. of that area. Thie proportion is so small that, if reliance 
J had to be placed on Goyernment aid only, it might seem hardly 


worth while to lend it But the value of fadari advances and grants- 

in-aid is by no means limited to the actual amount of work effected. “i 

by their means; they give, in addition a real stimulus to unaided —* 

ce private effort. Having regard to the rate of progress attained in — 

8 | the various provinces in the past without any assistance, or with — J 

a the aid of comparatively little stimulus of the kind, we shall not) 

—— perhaps be over-sanguine if we hope that the area under vigae 

>} * tion from private works may be doubled in fifty years- But even 
(if this result be obtained, then deducting one. foartls of the Ineo. Say | 
sotaitig tt tae ata ot: cpa tp Festive Woe eae ares a 

posed tracts — * exceed 13 ‘per cont of 
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212. Financing of advances and grants-in-aid.—The amounts of 
the grants to be provided for tafe advances, and for grants-in-aid of 
private irrigation works, will necessarily come under revision from 
time to time, say, at intervals of five years; but the revision should 
be made rather with reference to requirements, and to the maximum 
amounts that can be effectively expended under existing conditions 
of administration, than to budget exigencies: We cannot too strongly 
insist that the success of the policy which we advocate, will depend 
on its being pursued systematically and continuously, at whatever 
rate of progress may give the best results, and without being liable 
to interruption in years of great financial stress. We consider that 
the additional expenditure proposed will not impose any permanent 
burden on the State, for there will be an adequate return in the greater 
protection afforded against famine; but we apprehend that consi- 
derations of ways and means may sometimes render it difficult to 
carry out this policy continuously. Assuming provisionally that 
for the next few years the rate of expenditure will be as proposed, 
. there may be a difficulty in providing the grants required out of 
i current revenues. The 17 lakhs to be provided for grants-in-aid 
a will be practically a new item of expenditure, while the grants for 

_fakave will exceed the normal under this head by 40 lakhs. 

ee There will not only be a great immediate increase in the demand 
under the latter head, but its duration will be greatly prolonged if 

— the period of repayment of loans is extended as we have suggested ; 
ag and we have also proposed a reduction in the rate of interest which 
 ——s-will involve the surrender of some of the profits which the State 
has hitherto made on its /véev? transactions. We have suggested a 
_-—s universal rate of interest at 5 per cent. as the basis of all loan transac- 
| * iA. tions for agricultural improvements, in the belief that this rate 
will be sufficient to cover all the risks of loss, but if this rate 
is likely to be too low, it must be increased. We think that the 
| State should not look for direct financial profit on these transactions : 
Es —— must be a cardinal prin- 
of fakavi transactions that they are self-supporting and involve 
——— — of caer which are 
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and that, if the amounts required cannot be provided from general 
revenues, some arrangement should be made under which the money 
could be obtained from loan funds, as for expenditure which will 
be essentially productive, and which will all be eventual! y recouped. 
These conditions will not apply to expenditure incurred on private 
irrigation works, which cannot properly be met from loan funds; but 
we suggest for consideration that expenditure of this kind should be 
recorded under a new head, as grants-in-aid for private agricultural 
works, and should be chargeable against the famine grant, or, in other 
words, should be met from that portion of the grant which would 
otherwise be shown as ayyplied for the reduction or avoidance of debt. 
We think that any expenditure which will tend to increase the 
protective efficiency of private works is as legitimate a charge against 
the famine grant as expenditure on non-productive irrigation works, - 
and may be justified on the same ground—that it will tend to reduce 
the amount of future charges for actual famine relief, and is a better 
insurance against the cost of famine than a corresponding reduction 
in the public debt. 





213. In order, then, to secure that continuity of policy and action 4 
which we have recommended, we further suggest that Local Govern- | 
ments and Administrations should be invited to submit estimates of the - x 
full amounts which they can distribute over a series of vears, not less 8 
than five; and that they should be given regular annual allotments up as 
to which they should be expected to work. Failure to do so shouldbe he 






explained, but should not be made the ground for diminution of the 
allotments during the remainder of the period, unless the local 








authorities convince the Supreme Government that experience already — 
fe, gained has demonstrated the impracticability of spending up to 






J them. Similarly, heads of districts and divisions should get for a 

¢ term of years regular allotments based upon carefully framed — 
—s«s estimates of requirements. The fixing of allotments, however, should — _ 
* not exclude the grant of special additional allotments on good cause rae 
* shown. Allotments to provinces, or parts of provinces, unaffected by + 
Bs. famine have sometimes been curtailed in order to satisfy the ind: ™e 

in affected localities. Such curtailments should be avoided, ifat all 
= ro ithe ee ee Any —— ao i 
ds it of private — ae ' like] y to ! 
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Summary.—In order to make our proposals clear, we 


summarize below those which relate especially to precarious or selected 
tracts, The remainder apply to all parts of India in which faharé 
may be advanced for purposes of irrigational improvement :— 


(1) 


(2) 
(3) 
(4) 


(5) 
(6) 





Special liberality in estimating periods of repayment 
(paragraphs 192-194). | 

Special arrangement specified in paragraph 195. 

Advance of money on the spot (paragraph 197). 


Payment by surcharge on fluctuating revenue (paragraph 
204). 


Special famine measures (paragraph 26). 
Grants-in-aid (paragriph 207). 








— 
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[Mesolution af the Government of India, No. 6-204-16, dated the 
Sth November, 1905.) 


— = 


PRINCIPLES ON WHICH THE SYSTEM OF ADVANCES, UNDER THE LAXD 
IMPRovEMENT AND AGniccrruntists’ Loans Acts, 
SHOULD BE WORKED. 

The Government of India have had under consideration the system 
in force for the advance of loans from State funds to assist in the : 
development of agriculture, whether under the Land Improvement 
Loans Act, 1553, or under the Agriculturists’ Loans Act, 1884. : 
The recommendations made on the subject by the Famine Commission 
of 1901 were referred for opinion to Local Governments, and after 
consideration of their replies, and of the recommendations made on 
the same subject in the report of the Irrigation Commission of 1903, 
the Governor General in Council is now in a position to lay down 
the principles on which he considers that such loans should be made, 
and to offer certain suggestions with the view of making their 
operation more effective. He agrees with both Commissions that the 
system is a very valuable one, both in ordinary times and in times 
of drought; that it should be the policy of the State, as supreme 
landlon! and as the guardian of the people against famine, to promote 


— 


with reasonable liberality, the execution by private persons of works — 
whieh will add to agricultural efficiency and increase the total produce a 
= of husbandry; and, that loans for the purpose of purchasing seed A 






and cattle and for other agricultural objects, not covered by the Land — he 
Improvement Loans Act, should not bo limited to times of special iL 







: stress, but should, like those made for the improvement of the land, 
form a part of the ordinary revenue administration, The consideration eg 
which has now been given to the subject has led him to the conclusion 3a ee 
= that in most Provinces the existing rules might safely and wperly 
be revised, so as to secure greater simplicity, liberality and elasticit | 
: ewig art a rae eed 
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Act; and it will be convenient to consider land improvement loans 
chiefly in connection with the construction of wells, though it should 
be understood that the principles enunciated also apply, so far as may 
be, to tanks, water-courses, embankments and other works for the 
improvement of land, 


— 3. As regards the rate of interest to be charged on ordinary 
* advances under the Land Improvement Loans Act, the present practice 
is that, in Madras, Bombay and Burma the rate levied is 5 per cent., and 

that in all other Provinces it is 6} per cent. Both the Famine Com- 
| mission and the Irrigation Commission suggested that the rate might 
. with advantage be made 5 per cent. in all Provinces, though the 
| . latter Commission admitted that a rate of 64 per cent. is not in 
itself excesssive, and that the people regard it as extremely liberal. 
* The general opinion of the Local Governments of Northern India, 

l however, is that there is no good reason for reducing the present 
F rate of 6} per cent.; and with this opinion™ the Governor General 
| in Council concurs. ‘This rate is very much Jess than that warranted 

. by the custom of the country and charged by village money-lenders, 
J and it does not seem probable that a reduction of the rate of interest 
2 from 6} to 5 per cent. would have any appreciable effect in increasing 
the demand for loans, as the ordinary borrower would not be likely 
to have any clear idea of the benefit he would derive from the 
reduction. The Governor General in Council agrees with the Irriga- 
tion Commission that loans under the Land Improvement and 
Agriculturists’ Loans Acts need not be made a source of direct profit 
bac to the State; and he considers that where the present rate of interest 
* is found to result, after taking into account all classes of transactions 
(includ remissions) under both Acts, in a net profit to the 
: Socal? Government, this margin of profit should be utilised, not in 
—— reduction in the general rate of interest charged to all 
borrowers, but in granting special concessions to those borrowers 
wh stand: in need of them, and thus rendering the system 
— — Ue would regard the margin between the rate 
paid by Government t on the loans it raises, and that charged by 
. — advances ‘made to agriculturists, as an assurance 
nd aga b risks: and a bees donk sete grea such as may 
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that there is no good reason fora reduction of that rate, and would 
ask the Governments of Madms, Bombay and Burma to consider 
whether the rate at present charged in those Provinces might not, with 
alvantage, be raised to 64 per cent. 


4. Under the present rules it is usual to levy penal or compound 
interest on overdue instalments, and the Irrigation Commission recom- 
mend that such interest should be exacted only in very exceptional 
cases. In this recommendation they are supported by several Local 
Governments, and more especially by the Lieutenant-Governor of the 

: United Provinces, who points out that the failure to pay interest when 
due must be owing either to contumacy or to poverty, and that in the 
first case coercive process to enforce payment should be taken without 
delay, and in the second the question is whether some remission should 
not be granted, and not whether more interest should be exacted. 
The Government of India are unable to accept this argument without 
modification, as, even avhen the delay is due to contumacy, it is 
impossible, in practice, to levy the arrear at once, and it is equitable 
that a delay so caused should involve a penalty, if only as a lesson in 
punctuality. They agree, however, that Local Governments should be 
prepared to remit or reduce compound and penal interest in cases in 
which they are satisfied that the failure is due to inability to pay and 
that the levy of such interest would be productive of hardship. 


5. Under most of the present sets of rules the maximum ordinary 
term fixed for the repayment of a loan is 20 years. The Famine 
Commission suggested that this period might be extended, and the 
Irrigation Commission recommended that no maximum period for 

is repayment should be preseribed, or that the maximum term should be 
| fixed at 50 years, Local Governments being empowered to prescribe 
maximum periods for different tracts and districts and for different: 
classes of works, having regard mainly to the durability of the work 
for which the loan was granted. After full consideration of these 
suggestions, the Government of India are of — that in the case 
of ordinary improvements a twenty years’ term for repayment ia 
Inte generally sufficient for the following reasons. An preety : 
~" tntaos hes ne De chev. Se nematit oe se 


; 
| 
: 

















‘Lt or 
~~ oa © 
‘* ‘ 
-~ 
J 





a 7 oe 





—— = a e+ 
— — —— —— =? — a 








GUANT OF LOANS AND ADVANCES TO AGRICULTURISTS. 91 


that such an extension afforls no great immediate advantage to the 
borrower, while it burdens him for a longer term with the duty of 
making repayments. A still stronger reason is to be found in the 
consideration that the amount of funds available for making such 
loans is limited, and that the rate, at which fresh loans can be made, 
depends to a large extent on the rate at which the money already out 
on loan is repaid to Government, so that it may be utilised by being 
re-issued in the form of further loans. Thus to extend the term 
generally adopted for repayment would reduce the number of improve- 
ments which could be aided by means of the total sum available, and 
render it less effective for the purpose in view. The Government of 
India, therefore, are of opinion that the ordinary term for repayment of 
loans should not exceed 20 years ; but they have no objection to a Local 
Goverament’s taking the power to grant a longer term in special cases, 

6. In fixing the actual term of repayment in individual cases some 
consideration should no doubt be paid, as recommended by the Irriga- 
tion Commission, to the probable durability of the improvement, with 
the view of arranging that the whole of the loan shall be repaid 
before the improvement ceases to be of use ; but this is a matter in 
which the convenience of the borrower may well be consulted, and the 
Government of India recommend the following procedure, which has 
already been adopted in some Provinces. A specimen table* appended 
to this Resolution shows to the nearest anna the amount of equated 
yearly or half-yearly payments that would be required to discharge a 
loan of Rs. 100 with interest at 6} per cent., in periods 
of 10, 15 and 20 years respectively, from the date of the 
first instalment, assuming that this is paid at the end of three years t 
from the date on which the loan is drawn. Similar tables should be 
Aravu up for other amounts and periods, and should be explained to 


i the borrower, it being left to him to choose, subject to the approval of 






he — authority, which table of payments he will adopt, The 
| se will then easily anderstand how many instalments of so many 
— each he will have to repay, and will be able to select the 


- — ane sate, — — A⸗ ‘regards the date from 
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suggested that a more careful adjustment of the payments might be 
made to the time when profits begin to acerue. On this point also the 
Government of India think that within reasonable limits the 
convenience of the borrower may be consulted, and that the object 
should be to ensure that payment, either of principal or interest, is 
never exacted before the date when, by the exercise of such due dili- 
gence as may reasonably be expected of an Indian peasaft, the profits 
of the improvement might be expected to cover the payment. This 
period of grace should not, however, exceed 24 years in any case, and 
interest should be charged during its currency : this will be allowed 
for in the tables above mentioned. The Government of India are not 
prepared to agree to the suggestion that the borrower might be 
allowel to repay instalments of the loan only so long as the well 
endures, as this would involve enquiries which would be accompanied 
by some trouble everywhere, and might often prove impracticable 
owing to insufficiency of staff or of records. 

7. In some Provinces the rules regarding the nature of the security 
to be required before a loan is granted for the improvement of land seem 
to be unnecessarily strict. Under section 7 (1) of the Land Improvement 
Loans Act, all loans granted under the Act, as well as the interest 
chargeable thereon, may be recovered from the borrower as if they 
were arrears of land revenue due by him, and out of the land for the 
benefit of which the loan has been granted, upto the extent of the 
interest of the borrower in that land, including the interest of 
mortgagees on, or persons having charges on, that interest. Where, 


therefore, the borrower's interest in the land to be improved is sufficient | 


security of itself to cover the loan, no further security should be 








demanded. The Madras rule on the subject lays down that no Joan ; 

should be granted unless the value of the security offered exceeds by =~ 
at least one-fourth the amount of the loan applied for. The Govern~- } 
“ment of India are, however; of opinion that this rule may be relaxed a 
with safety, and are inclined to suggest that, where the amount of the = 
loan does not execed three-fourths of the value of the laud after the 
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It is for the Local Government to satisfy itself that the security 
offered, in whatever form it is given, ts sufficient to guarantee the 
repayment of the loan, and where it is of opinion that security other 
than land is sufficient, there is no objection to such security being 
accepted, Indeed, the Government of India strongly endorse the 
opinion recorded by the Irrigation Commission that, the joint personal 
security of several persons may often be saceepted as sufficient to 
ensure the repayment of « loan, and recommend for the consideration 
of Local Governments the rule now in force in Madras to the effect 
that, when # loan is applied for by the members of a village commani- 
ty, or by a group of cultivators on their joint personal security, the 
Collector may, at his discretion, advance on such security an amount 
not exceeding five times the annual assesment of the land hell by 
the applicants. In this connection it may be mentioned that in some 
Provinces great delay is caused by an enquiry into previous encum- 
brances on the land offered as security ; although, seeing that under 
the Act, the existence of mortgages or other charges on the interest 
of the borrower does not lessen the security for the loan, it would 
seem unnecessary to make elaborate enquiries regarding previous 
encumbrances on the land to be improved ; and the Government of 
— India trust that Local Governments will provide that such an enquiry 
ois shall not be carried further than is necessary with due regard to the 
security of the loan. The Irrigation Commission have called atten- 
tion to the difficulty of advancing money for improvements to tenants 
in some Provinces owing to their having no transferable rights in 
their holdings, and Local Governments will be separately addressed 
on this subject, Meanwhile the Government of India 
1, _ desire to express their concurrence in the recommendation of the 
Commission that, where the personal security of a tenant, or the joint 
security given by. several tenants, is sufficient to ensure the repayment 
} of the loan, the ‘experiment of making advances to tenants ori such 
Fe us si * — to be freely tried. In some Provinces a rule exists 
fort the granting of a loan to any borrower, who is in arrears 
c “pevenus, or or for a previous loan; but the Government of 
1 athe a are of opinion that this in itself is no sufficient reason for 
refusit wg loan, if the security offered is otherwise satisfactory, and 
= am eee the diseretion of granting 
= pene sin arrears, — — as to the security 
—— i ef ibe : 
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5. The rales in force in some Provinces regarding the procedure 
in granting loans might also be revised with the object of affording 
greater facilities to persons wishing to borrow. Arrangements 
might be made for the supply free of cost of printed copies of a form 
of application, to be presented to any revenue oflicer, and all revenue 
officers might be required in the case of an oral application to cause 
it to be recorded in the prescribed form by some offimal. It is usually 
sufficient in the case of an application for a small loan to refer it for 
local enquiry to an officer not below the rank of revenue inspector, or 
fiell Aaxwege, though, where the loan apphed for exceeds Rs, 500, 
it would be advisable to prescribe that the local enquiry should be 
conducted by an officer of a rank not lower than that of a deputy 
tahsildar. In Madras fadsttdars have the power to sanction loans not 
exceeding Rs. 250, while Divisional Officers can sanction loans ap to 
Rs. 500, and Collectors up to Rs. 1,000; and other Local Governments 
are requested to consider whether similar powers to sanction loans 
could not safely be delegated to subordinate officers, so as to obviate 
the delay of a reference to higher authority. In the case of a large 
loan it is advisable to advance the money in instalments, the second 
instalment not being granted until the lending authority is satistied 
by local inspection that work to the value of the first instalment has 
been executed; but care should be taken that this condition does not 
lead to delay, and reports of trustworthy subordinates as to the 
progress of the work should be accepted, subject only to such cheek 
as is considered necessary. Great importance should be attached to 
the principle that the advance should be sufficient to cover so much 
of the total outlay required to construct the work as the borrower is: 
unable to provide from his own resources, as it is often better to refuse 
altogether an application for an advance than to sanction it in part 
only, leaving the applicant to borrow elsewhere to complete the work. 


9. The Government of India concur with the Irrigation Commis- 
sion as to the importance of elasticity in the collection of ‘instalments 
—— for the repayment of louus, auil approve of their recommendations that 
i ‘suspension should be given without hesitation, whenever, from causes 
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who has authority to grant the loan should also have authority to 
grant suspension; and that the suspended instalment should not be 
made payable in the ensuing year with the instalment of that year, 
but that the effect of suspension should be to postpone for one 
instalment period the payment of all remaining instalments due on 
the loan. When a man borrows money he should be required to repay 
the loan with interest; but time should be given him to make those 
repayments in such a manner as will not be ruinous to him. As 

regards remissions, the Government of India are of opinion that it is 
a sound principle not to remit repayment of a loan so readily as 
remissions of orlinary land revenue are granted, and that as a general 
rule the risk of the failure of an improvement should be borne by the 
borrower, as this affords the best guarantee that the money will be 
judiciously applied; but they will have no objection to a Local 
Government's remitting outstanding instalments or a part of them, 
sf when a work fails from causes beyond the borrower's control and when 
» recovery of the loan in full woul! occasion serious hardship; and they 
are prepared to consider proposals for the delegation of the power of 

- granting such remissions to local officers. 


10. The foregoing paragraphs have dealt with the treatment of 
orlinary loans under the Land Improvement Loans Act. The 
Irrigation Commission have made certain proposals with the view of 
encouraging irrigation in epecially precarious tracts. They recommend 
that in selected areas, which have suffered severely in recent famines, 
and have not since obtained, by irrigation or otherwise, protection 
‘sufficient to guarantee them against the recurrence of similar calamities, 
Tand-owners should be encouraged to apply for loans on ordinary 
conditions sufficient to pay for a portion of the cost of the contem- 
_ plated improvements, and that Government should make a free grant 
of the remainder of the cost, the proportion of the free grant to the 
— os on the property of the applicant and the marginal 
; a. irrigation, the suggested maximum being half the total 
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be specially charged against the Famine Insurance Grant, as Protective 
Irrigation expenditure to be met from Imperial funds. This course 
would, however, require the sanction of the Secretary of State, and it 
is subject to the disadvantage that the sums so spent would reduce the 
amount available for outlwy on ordinary Protective Irrigation works 
and on Protective Railways. Such free grants cannot in any case be 
charged to the loan account, but it is advisable to provide that they 
may be recoverable as an arrear of land revenue, should the money be 
spent otherwise than in accordance with the conditions of the gift, 
and it will be for Local Governments to consider whether this can be 
provided for under the existing law, or whether further legislation on 
the point will be necessary. y 


11. Advances made in ordinary times under the Agriculturists’ 
Loans Act for the purchase of seed, fodder, cattle, and other require- 
ments of agriculture are undoubtedly of the greatest advantage to poor 
cultivators, and often enable them to sow their lands or preserve their 
cattle without getting into hopeless debt; and, where funds are 
available, liberal advances should be made for this purpose. In some 
Provinces loans of this character are made free of interest or at low 
rates of interest; but the Government of India are of opinion that, 
as a general rule, it is good policy to require a borrower who is given 
a direct loan to pay a fair interest for it; and that, save in very 
exceptional circumstances, the same rate of interest should be charged 
as is charged on loans made for the improvement of land. The 
principles already enunciated regarding land improvement loans are 


generally applicable to advances made under the Agriculturists’ Loans — 


Act, but as such loans are asually of small amount individually, and 


are often required to be disbursed in large numbers and with as little : 
delay as possible, it is still more important in this case to simplify and 
expedite the procedure by such measures as empowering subordinate 


authorised a 
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available, non-official agency might be employed to aid in making 
enquiries and disbursing loans; and where the number of such loans 
is large, it will often be found advisable to make the necessary 
enquiries well beforehand, and to arrange for the immediate disburse- 
ment of the money when the loan ts actually required, as, for instance, 
when rain falls at seed-time. 


12. The foregoing considerations are applicable to the case of 
loans made in ordinary times; and, it remains to consider the case 
of loans made to agriculturists in anticipation of scarcity or 
during the currency of famine. As regards such loans, the Government 
of India agree with the opinion expressed by the Famine and [rriga- 
tion Commissions, that loans to agriculturists are especially required 
in the very early stages of famine as a measure of moral 
strategy, and to put heart into the people, and that «a system of 
advances when made in good time and with prudent forethought, 
is a most efficient form of relief, and one which ean to a very 
great extent be freed from the pauperizing influences of State 
charity. These principles have been incorporated in the revised 
Famine Codes and will no doubt be acted upon when occasion arises, 
It has been usual in most Provinces to make advances in famine times 
on low interest or free from interest altogether, and to remit them 
with great generosity. The Government of India however agree 
with the Famine Commission that this is mistaken charity, likely to 
demoralise the People. They are of opinion that these advances 
should always carry interest at the usual rate, and that while due 
regard should be paid to the subsequent seasons and the circums- 

tances of the borrowers, repayment of these loans should take 
preoe of the recovery of arrears of land revenue. If it is 
to grant some remission, it should take the form ofa 
he of land revenue, and the loan with interest should be 
red \s or, if this will involve great hardship, a portion of the 
» and not merely — the interest, should be remitted. In 
imine, in place of granting loans free of interest, the 
f making free grants in addition to repayable loans, already 

* Eee Seay utilised. Advances may be made to land- 
* str of private works to enable them to give 
tion of the advance being made in the 
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spent on the employment of labour in accordance with the system of 
“Aided Village Works,” for which provision has been made in the 
revised Fumine Codes, In such times a similar system may be adopted 
as regards advances for the purchase of seed, fodder, or cattle. 

13. The Government of India agree with the Irrigation Commis- 
sion that the system of loans to agriculturists would be rendered more 
popular, both with the subordinate revenue officers and with the 
borrowers, if the procedure and the system of accounts could be 
simplified. The chief difficulty in effecting an improvement of 
this character is the necessity of distinguishing between repayments 
of principal and interest. Under the system of equated payments 
mentioned above, it would be unnecessary to show, in the account 
made over to the borrower, the distinction between capital and interest; 
asall that he need be told is the number of even rupees to’ be paid 
by him ateach instalment, and the number of instalments he will 
have to pay ; and the Government of India will consider separately 
whether it will be possible to relieve the subordinate revenue establish- 
ment from the necessity of keeping up for each borrower's account 
details of principal and interest. In any ease, however, it will be 
necessary to maintain these details in the Account Offices. 

14. As regards the source from which funds may be obtained for 
increasing the amount available for advances under the two Acts, 
the present system is that, funds are provided by the Imperial Govern- 
ment and advanced to Local Governments under the Provincial Loan 
Account, which includes not only advances to agriculturists, but 
also loans to Municipalities, District Boards, and landed proprietors. , 
Interest at 3) per cent. is charged to the Local Government on the * 
mean between the outstanding balances at the commencement and at — 
the close of the vears, and Provincial Revenues are credited with the cia 
full amount of interest realised on the loans granted by the Local oe 
Government, and are debited with any sums which it may be neces · —* 
sary to write off as irrecoverable. The sums — — 
repayment of previous lonns are available for n fr 
and should any further aa 2 ‘the Local | 
it is found, so faras possible, by the 
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famine years, 57 lakhs per annum. While the Government of India 
agree with the Irrigation Commission that it ix very desirable that 
the supply of funds for this purpose should be continuous and suffi- 
cient to meet all reasonable demands, they are unable to accept their 
recommendation that the amount available for such loans should be 
greatly increased and should be provided continuously without being 
liable to interruption in years of financial stress, the money being 
obtained from loan funds if necessary, seeing that the additions to 
the Provincial Loan Account are made from the cash balances of the 
Government of India, whieh are necessarily limited according to the 
circumstances of the year. They, however, recognise that, should 
the system of loans to agriculturists be improved in accordance with 
the suggestions already made, the demand for such loans is likely to 

a increase gradually, and so long as it is kept within reasonable bounds, 
and isa natural and not an artificially inflated demand, they will 
endeavour to meet it to the extent to which funds may be available 
from time to time. 


15. In this connection the Governor-General in Council thinks it 
necessary to uttera word of caution against what he considers to be 
avery real and practical danger, namely, the danger of creating, 

- by too active a policy, a forced ani spurious demand for these ad van⸗ 
ces, Even under the most favourable circumstances irrigated 


Wis cultivation requires, at all events in the ease of wells, more capital 
—— than dry cultivation ; and in many parts of the country, where the 
—— wells are costly and their results uncertain, and where physieal con- 
7 ti - ditions make it possible to irrigate only a small area from each well, 







t only the highest form of cultivation, which entails very considerable 
annual expenditure, is likely to be profitable, In such a case it; is 
’ worse than useless to encourage a peasant to contract a debt for the 
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, construction of a well, the profitable working of which is beyond his 
~ ’ * 


resourees ; and the Government of India, while they are anxious to 
— * see the system of advances administered in a sympathetic spirit, and 
— sonra eas simple and liberal and elastic as possible, trust that no exces- 
sive i du ements will be held out to individuals to apply for loans 
which they may find it difficult to repay, and that any increase of 
Jemand will be spontaneous. ; refor | 


pontaneous, aml therefore healthy. 
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Governments that, as recommended by the Famine Commission, an 
administrative account should be maintained for the loans under the 
two Acts, showing on the one side the profit made by the Local 
Government by charging to borrowers a higher rate of interest than 
it pays tothe Imperial Government, and on the other, the cost of 
remissions and of other expenses connected with these loans ; and 
that where, on an average of years, the net profits of the Local 
Government are large, measures should be taken to reduce them, 
not by a reduction of the rate of interest charged, but by more 
liberal treatment of those cases in which the borrower has met 
with misfortane, or by providing expenditure for such purposes 
as maintaining # staff for well-boring or other aids to land improve- 
ment, or foran extension of the system of free grants-in-aid. 
It must, however, be clearly understood that expenditure on such 
establishments or grants, though it may be justified by profits on 
loan transactions, is entirely distinet therefrom, and must be sepa- 
rately debited in the Local Government's current expenditure. 

17. Seeing that the financial responsibility for this loan system 
rests with the Local Governments, the Government of India are 
prepared to relax the present law, under which the previous sanction 
of the Governor-General in Council is required for any modifica- 
tion of the rules in foree, and will take steps to have the necessary 
ehange made in the existing Acts, Local Governments will then 
be empowered to revise their rules at their discretion subject only 
to the control of the Imperial Government ; but whenever it is pre 
posed to make any change whieh is not in accordance with the princi- 
ples enunciated in this Resolution, or which materially affects financial 
arrangements, previous reference should be made to the Government 
of India ; and in all cases copies of the notifications effecting changes 
in the ian should be sent to the Government of India a 
information. 
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[Hetracts from the Land Improvement Loans Act, 19 of 1883.) 


4. (1) Subject to such rules as may be made ander section, 10 
loans may be granted under this Act, by such officer as may, from 
time to time, be empowered in this behalf by the Local Government, 
for the purpose of making any improvement, to any person having a 
30 right to make that improvement, or, with the consent of that person, 

to any other person. 


(2) “Improvement” means any work which adds to the letting 
value of land, and includes the following, namely :— 


(a) the construction of wells, tanks and other works for the 

storage, supply or distribution of water for the pur- 

le poses of agriculture, or for the use of men and cattle 
’ employed in agriculture ; 


(4) the preparation of land for irrigation ; 


(c) the drainage, reclamation from rivers or other water, or 
protection, from floods or from erosion or other damage 
by water, of land used for agricultural purposes or 
waste-land which is culturable ; 


() the reclamation, clearance, enclosure or permanent improve- 
ment of land for agricultural purposes ; 


~ (€) the renewal or reconstruction of any of the foregoing works, 
or alterations therein or additions thereto; and, 


} —— such other works as the Local Government, may, from 
—— time to time, by notification in the local official 


Gazette, declare to be improvements for the purposes 
_ of this Act. 


| When an application for a loan is made under this Act, 
ot wnt * ——— is made may, if it is, in his 
: Ate notice be given of the application, 
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(2) The officer shall consider every objection submitted under 
sub-section (1), and make an order in writing either admitting or 
overruling it: 


Provided that, when the question raised by an objection is, in 
the opinion of the officer, one of such a nature that it cannot be 
satisfactorily decided except by a Civil Court, he shall postpone 
his proceedings on the application until the question has been so 
decided, 


6. (1) Every loan granted under this Act shall be made repay- 
able by instalments (in the form of an annuity or otherwise), within 
such period from the date of the actual advance of the loan, or, when 
the loan is advanced in instalments, from the date of the advance 
of the Jast instalment actually paid, as may, from time to time, be 
fixed by the rules made under this Act. 


(2) The period fixed as aforesaid shall not — exceed thirty- 
five vears. 


(3) The Local Government in making the rules fixing the period, 
shall, in considering whether the period should extend to thirty-five 
years, or whether it should extend beyond thirty-five years, have 
regard to the durability of the work for the purpose of which the 
loan is granted, and to the expediency of the cost of the work being 
paid by the generation of persons who will immediately benefit by 
the work. 










7. (1) Subject to such rules as may be made under section 10, 
all loans granted under this Act, all interost (if any) chargeable there- 
on, and costs (if any) ineurred in making the same, shall, when | — 
become due, be recoverable fe 
ing modes ; namely :-— ve 


(a) from the borrower—as if they were arrears of land · re 








due by him 3 
(2) from his surety (if any)—as if they were arrears of land- 
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(7) out of the property comprised in the collateral security 
(if any)—aceording to the procedure for the realiza- 
tion of land-revenue by the sale of immovable pro- 
perty other than the land on which that revenue is 
due : 

Provided that no proceeding in respect of any land ander clause 
(ce) shall affect any interest in that land which existed 
before the date of the order granting the loan, other 
than the interest of the borrower, and of mortgagees 
of, or persons having charges on, that interest, and, 
where the loan is granted under section 4 with the 
consent of another person, the interest of that person, 
and of mortgagees of, or persons having charges on, 
that interest. 

(2) When any sum due on account of any such loan, interest 
or costs, is paid to the Collector by a surety, or an owner of property 
comprise] in any collateral security, or recovered under sub-section 
(1) by the Colleetor from a surety, or out of any such property, the 
Collector shall, on the application of the surety or the owner of that 
property (as the case may be), recover that sum on his behalf from 
the borrower, or out of the land for the benefit of which the Joan has 


‘been granted, in manner provided by sub-section (1). 


(3) It shall be in- the discretion of a Collector acting under this 
section to determine the onler in which he will resort to the various 








[Ertracts from the Agriculturiats’ Loans Act, 12 of 1884.) 


4. (1) The Local Government may, from time to time, subject to 
the control of the Governor General in Council, make rules as to 
loans to be made to owners and oceupiers of arable land, for the relief 
of distress, the purchase of seed or cattle, or any other purpose not 
specified in the Land Improvement Loans Act, 1853, but connected 
with agricultural objects. 

(2) All such rules shall be published in the local official Gazette. 

5. Every loan made in accordance with such rules, all interests 
(if any) chargeable thereon, and costs (if any) incurred in making 
or recovering the same, shall, when they become due, be recoverable 
from the person to whom the loan was made, or from any person who 
has become surety for the repayment thereof, as if they were arrears 
of land-revenue or costs incurred in recovering the same, due by the 
person to whom the loan was male, or by his surety. 

6. When a loan is made under this Act to the members of a 
village community, or to any other persons on such terms that all 
of them are jointly and severally bound to the Government for the 
payment of the whole amount payable in respect thereof, and a state- 
ment showing the portion of that amount which as among themselves 
each is bound to contribute, is entered upon, the order granting the 


loan and is signed, marked or sealed by each of them or his agent 


duly authorised in this behalf and by the officer making the order, 
that statement shall be conclusive evidence of the portion of that — 
amount which as among themselves each of those persons is bound — 
to contribute. 
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2 [Lirtracta fro « the Notification of the Government of Bengal, 
dated the 28rd Mared, 1909.) 


Rones txper THe Lanp Iarpravement Loans Act, 19 of 1883. 


In exercise of the power conferred by section 10 of the Land Im- 
provement Loans Act, 1883, the Lieutenant-Governor is pleased to 
make the following rules for Bengal (including the district of Sambal- 
pur) as to the grant of Joans under the Act, 


I, (1) Subject to the provisions of these rules, and provided that 

the district: allotment is not exceeded without the 

sanction of the Commissioner of the Division, 

* Sub-dlivisional Officers, and aleo Deputy Collectors specially empowered 

by the Collector with the approval of the Commissioner, may sanc- 

tion loans of sums not exceeding rupees 500 in each case, and the 

Collector may sanction loans up to rupees 1,000 in each case, for 

— purposes specified in the Act. 

— (2) Any loan exceeding rapees 1,000 shall require the sanction of 

_-—s the Commissioner, and exceeding rupees 5,000, the sanction of the 

— Board ; and the Commissioner or the Board, as the case may be, may 

gall for such detailed plans and estimates, or for such professional 
Beets, «<< opinion, as may seem necessary, before sanctioning any such loan. 


‘i * — 4 a8: Applications for loans may be presented to the Collector, or 
j | = Abelioation to whom toany other Revenue Officer, not below the rank 
—— of a Kanungo, authorised in this behalf by the 


Powers of sanction, 









a Application — be made orally or in writing. 


* * * * 


— — — A Revenue Offeor mevivng an application under rule 2 F 
A fon shall either make a local enquiry himself, or —* 
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agency, if available, for the purpose of ascertaining the particulars 
mentioned on the reverse of Form A.* 


(2) A Kanungo shall be so employed only when a gazetted officer 
is not available. 


5, If the Revenue Officer is not empowered by rule 1 to sanction 

Submission of appt. ‘he loan, he shall transmit the application with 

—— —— ef his report to the Collector or to the officer who 

ordered the enquiry, as the case may be, provided 

that, if the receiving or enquiring officer is subordinate to a Sub- 
divisional Officer, he shall submit it to the Sub-divisional Officer. 


6. The Local Government may, by general or special order em- 

Delegation of func. Power any person to perform all or any of the 

oan, functions of a Collector or of a Revenue Officer 
referred to in rules 2, 4 and 5. 


7. In deciding whether the‘security offered is sufficient, the officer 
dealing with the application shall be guided by 
the following principles :— 
(i) Where the amount of the loan does not exeeed three-fourths 
‘ of the walue of the applicant's transferable interest in 
; the land, after the improvement has been made, no col- 
lateral security need be required. 


Security. 





= * I.— Mahal, field number, area of land to be improved. 
11.— Status of applicant, i.¢., proprietor or tenant. —— 
consent is required, whether the landlord objects. 
I11,—Security— 
()) If the land itself, the natare and yalee of the applicant's interest * 
in it, and the nature and extent of encumbrances, if any. — 







— (ii) If personal, the names and status of the co-sureties, ea aoe 

—— (iii) If property other than the land itself, its nature, valoo, and nature 
ee ee — ie ee re R 

IV,—The Improvement— 

(i) Its estimated utility and value, 2 
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(ti) Where the applicant’s interest in the land ix not sufficient 
- of itself to guarantee the repayment of the loan, further 
security shall be required, which may consist of transfer- 
able interests in other lands belonging to the applicant, 
or to the other persons willing to become his sureties, or 
of personal security. 

(iii) Where a body of five or more co-villagers bind themselves 
jointly and severally as contemplated in section 9 of 
the Act, their personal security will generally be suffi- 
cient, and such officer may, if empowered by rule 1, at 
his discretion advance on such security an amount not 

i exceeding five times the annual assessment of the land 
held by such villagers. 
8. If the proposed improvement falls within section 4, sub- 
section (2), of the Act, and if the security offered 
is good and sufficient, the officer dealing with 
the application, or the Collector, when the application and report have 
been transmitted to him under rule 5, may, on completion of the local 
: enquiry, sanction the loan himself, if he has power by rule 1 to do so; 
otherwise, the Collector shall forward the application, with his report 
thereon, to the Commissioner for disposal. 
9. Where the Revenue Officer, other than the Collector, has 
Disbursement of power under rule 1 to sanction the loan applied 
loans on the spot. for, he may, as soon as the local enquiry is com- 
tee S pleted, and the particulars mentioned on the reverse of Form A are 
ss filled in, take the security required by rule 11, sanction the loan, and, 
ot ove if so desired by the applicant, disburse it on the spot. Loans, 
—— Spot instalments of loans, sanctioned by the Collector or any higher 
a. rity may be disbursed in the village by Sub-divisional Officers 
or yee. Collectors — under rule 1, and by any reliable 


Procedure. 
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13. (1) In the case of o loan granted by instalments, if the 
ocean Se Rect ial applicant, after taking one or more instalments, 
ment due, fails to take any other instalment within six 
weeks from the date on whicn he is entitled to it, the Collector may 
declare the loan closed. 

(2) The total of the instalments taken by the applicant shall 
then constitute the loan, which shall be treated as having been fully 
paid on the date on which the last instalment was actually taken; and 
a fresh arrangement for repayment shall be made by the Collector, 
consistent with rules 17 and 18. = ” = 


14. (1) The ordinary rate of interest on loans shall be one 
anna in the rupee, or 6} per cent. per 
annum. 

(2) The Local Government may, for special reasons, and on special 
application through the Board of Revenue, sanction a loan at a lower 
rate of interest, or without interest. 

(3) Lf any instalment of principal or of interest, or of consolidated 
principal and interest, is not paid when it falls due, the Collector shall 
charge interest on it at 6G} per cent. per annum, from the date of its 
falling due to the date of payment: 


Provided that, whenever the Collector is satisfied that the default 
is due to inability to pay, and that the levy of such interest would be 
productive of hardship, he may, with the sanction of the Commissioner, 
reduce or remit it. 

(4) In charging penal interest on overdue instalments not sus- 
pended under rule 20, the same period of 15 days’ grace shall be 
allowed as in the case of payments of cesses, and thereafter interest 
shall be charged on the total of the overdue instalment at the same 
rate as the interest on the loan. 

1% (1) Interest shall be levied for the period intervening 
Interest for interven- between the date of the completion of the loan 


Interest on Joana. 






ment), or between the dates of the payment of the in: 





of the — —— payable. 


ar Paidaraesoatenyenrane he one: — — 


os * — eS) — — a — —— — — — — — — oy ore 
= = = 





GRANT OF LOANS AND ADVANCES TO AGRICULTURISTS. 109 


16. (1) The re-payment of the loan shall be made in accordance 
with the Table of Equated Repayments of Tatari 
Loans, prepared by the Accountant-General, 
Bengal, similar to the annexed Form F, which shows the amounts of 
equal yearly payments necessary to repay a loan advanced with 
interest at 6} per cent, per annum for any oumber of years from one 
to twenty. 


(2) When the instalments are payable half-yearly, the sum to be : 
paid each half-year shall be half the sum shown in the said Table for 


Table of repayment, 


a yearly instalment, 
17. (1) Repayment shall be by yearly or half-yearly instal- 
ments. 


(2) The date of the first instalment shall be the time when profit 

- . ,. begins to acerue, but shall in no ease be later 

—— fener than two and a half years from the date of the 

—— actual advance of the loan, or, when the loan is 

advanced in instalments, from the date of the advance of the last 
instalment actually paid. 


18. The date of the last instalment shall not ordinarily be later 
than twenty years from the date of the actual 


* ment, and ple advance of the loan, or, when the loan is advanced 
ne ae ae ""* in instalments, from the date of the advance of 
—* ated the last instalment actually paid, the amount 

on of the instalments being fixed, in cases in which such a principle is 














x 3 emo with reference to the annual profit expected to accrue from 
the improvement: Provided that the whole amount of the loan shall 
in all cases be repaid before expiry of the period for which the im- 

ae _ provement i is likely to be effective. 
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FD Maen 20. ey The realization of instalments or of interest may be 
, AER, ai. suspended by the Collector on proof of failure of 
be _ crops from causes beyond the borrower's control, 
ional calamity rendering the payment of instalments 
duly burdensome to him, 
"Te Collector shall report every such suspension to the Com- 
ner, W hho shall pass such ¢ ers on the case as may seem proper. 
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(4) The power of suspension of payments of instalments or of 
interest on loans which is conferred on the Collector by clause (1) of 
this rule may be exercised to the extent of Rs. 1,000 in any one case. 

(5) Notwithstanding anvthing contained in clause (4) of this rule, 
in all cases where suspension of revenue or rent has been granted on 
a large seale over a wide area, a suspension of payment of instalments 
due during the period for which suspension of revenue or rent bas been 
granted, shall be made by the Collector without reference to any higher 
authority, and the effect of such suspension shall be to postpone for 


one instalment period at a time the payment of all remaining instal- 
ments due on the loan. 


21. (1) The Collector shall, in no case without reference to the 
Commissioner, remit repayment of a loan; and he 
may recommend remission only in cases where a 
work fails from causes beyond the borrower's control, and where 
recovery of the loan in full would occasion serious hardship. 


(2) Remission may be sanctioned by the Commissioner up to the 
amount of loan a Collector may sanction, and by the Board up to the 
amount a Commissioner may sanction. Larger remissions require 
the sanction of the Local Government. 


* * * 


23. (1) Ifat any time it is proved to the satisfaction of the = = 
Misapplication of Collector that any part of a Joan has been ' 


Remission of loan, 


loan. misapplied, he may, after recording in writing 


the grounds of his decision, and subject to the control of the superior 
Revenue Authorities, proceed to recover the whole amount of the loan 
with such interest as may have become due thereon. ‘ 

(2) Before determining to take action under clause (1) of da vale 
the Collector shall take into consideration the expense of supervision, — 
even when that may have been supplied by the debtor h nself, 
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three years, reckoned from the beginning of the harvest first reaped 
after such reclamation was effected. 

20. When land assessed at unirrizated rates is improved by 
Improvement by irrigation by means of a loan granted under the 
irrigation, Act, the increase in value derived from the 
improvement shall not be taken inte account in revising the assexement 
of land revenue on the land— 

(#) if the irrigation is provided by the construction of a new 
masonry well, until after the expiration of twenty 
years, reckoned from the beginning of the harvest 
first reaped after such improvement was effected ; 

(4) if the irrigation is provided by the construction of a 
distributary from a canal, until after the expiration of 

: a period of five years, reckoned as in clause (a) of this 
~~ rule directed ; or, 

(e) if the irrigation is provided by any means other than those 
hereinbefore in clauses (a) and (4) specified, until after 
the expiration of a period of ten years, reckoned as in 
clause («) of this rule directed. 

27. (1) For the purpose of carrying out any irrigation work 
Loans combined OF protective work, such as a private tank or 
- _ __ With free grants. embankment— 

ve a. (@) which is likely either to lead ultimately to an increase in the 
— land revenue, or to be necessary to secure the land 

ahs ss revenue already assessed, and : 
re (4) which is beyond the capacity of the people, to be benefited 

ae thereby, to carry out without assistance in money, 


— 











— wLan⸗ may be granted to a landowner, sufficient to pay for a portion 
— ; ba “ 





ded that, without the sanction of the Board of Revenue, 


—ú 
—— J res 
' 


bf] 
. 
a OT 51 we» x 
_* , a x me, \ * “ae i ah J * —— 
J J * a 
hich eh anil be accorded in. Casts maranum Amoun 
7 ‘es A pat P eeGee 4 =r oo j a? MLA | p4ek- ® 2 4 . t — - P , ° 
— — —2 age 42 ah) 
— ee FA tied . 
" > 
’ J 






“3; 


ree grant shall not exceed half the said total cost, or Rs. 500, 
nay be less: | : 


2s — 
— 
— —*E 


5 : he i ‘ 2. ’ rr? 
. : ° =¢ ete. Wei oe — * 
—A — — 
= > ' 9J s + 
= —s ; 4 














' 4 

« (4 +f 

= - — te 
«ll 





: — — I — a.” 


rk be carried out to the satisfaction of 


=, . . i. — 
+, * — 











112 GRANT OF LOANS AND ADVANCES TO AGRICULTURISTS. 


(2) Should the amount of any loan made under clause (1), or any 
part thereof, be misapplied, or be spent otherwise than in accordance 
with the conditions on which the loan was made, the whole amount 
of the Ioan shall be recoverable as arrears of land revenue under 
section 7 of the Act. 

(3) In dealing with loans and free grants under this rule, the 
procedure prescribed in rules 1 to 23 shall, mafatis mutandis, be 
followed : 

Provided that the payment of any such free grant shall be deferred 
until the agreement in Form B has been registered by the grantee 
under the Indian Registration Act, 1877. 

(4) The amount of any free grant made under this rule shall not 
be included in the loan accounts, but shall be shown in a separate 
account, and debited to “ 43—Minor. Works.” 

Savina. 

28. Nothing in these rules shall be deemed to affect any power 
— in epecial of the Board of Revenue or the Local Govern- 
ment to grant, in special cases, loans under the 
7 eg ee ea those hereinbefore prescribed or to affect. the 
terms of any special agreement under which any loan under the Act 
has been, or may hereafter be granted, or the terms of any unexpired 

settlement. 


a 
a * eal 
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Srectan, Rees txpen tHe Lann Inrrovemext Loans Act, 19 
or 1883, von Tracts Avvecren ny Distress. 


1, These rules shal] have effect in such tracts as may, from 
3 time, to time be declared by the Local Govern- 
' ; | f ral : : 
i ——— ment to be affected by distress. 

2. (1) On the first warnings of distress, the Local Government 
will call upon the Board of Revenue to submit 
estimates of sums required for advances under 
the Land Improvement Loans Act, 1883, and will allot to each Division 
such amount as may, with reference to local conditions, and the district 
programmes of village relief works, seem to be necessary. 


(2) Commissioners may divide the sums so allotted among the 
| districts of their Divisions at their discretion, and may transfer 
4 assignments from one district to another ; but the total expenditure 

within the Division must be kept within the amount assigned. 


Allotment of fonds. 


: (3) Ifa Collector considers the allotment assigned to his district 

i i to be insufficient, he shall report the fact and his requirements to the 

| Commissioner, who shall, if possible, arrange for a transfer from 
another district, or report the matter, through the Boanl of Revenue, 
to the Local Government for orders. 


3. (1) In distressed areas, loans may be made for land improve- 
Loans combined ments which will afford employment to the poor, 
with free grants, with the assistance of free grants-in-aid from 
gee funds. 


(2) The general proportion of the free grant-in-aid to the total 
= ox iditure will be fixed for each Division by the Local Government. 
as The proportion in individual cases or classes of cases 
te fixed. by the Collector, but the previous sanction of the 
ner must be obtained if that proportion varies by more 
— — ‘from the average proportion fixed for the Division. 


y loan made under this rule, or any 
Pe aaa af igs nis otherwise than in accordance 
wi — n on which — pans, the whole amount 
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t. (1) Subject to the provisions of these rules, and provided that 
| the district allotment ts not exceeded, Sub-divisional 
Powers of sanction. ; . : 

Officers and Famine Relief Charge Superinten- 
dents, and also Deputy Collectors specially empowered by the Collector 
with the approval of the Commissioner of the Division, may sanction 
loans (including free grants-in-aid at the proportion fixed under rule 3) 
nof exceeding Rs. 1,000 in each ease, and the Collector may sanction 
such loans up to Rs. 5,000 in cach case. 

(2) Loans exeveding Rs. 5,000 shall require the sanction of the 
Commissioner, and loans exceeding Rs. 10,000 the sanction of the 
Board ; and the Commissioner or the Board, as the case may be, may 
call for such detailed plans and estimates, or for such professional 
opinion on the project proposed, as may seem necessary before 
sanctioning any such loans, 

5. (1) Applications for loans may be made orally or in writing 
to the Famine Relief Cirele Officer or Charge 
Superintendent, or to any Revenue Officer not. 
below the rank of a Kanungo, 

. — — 


Applications for loans, 


6. (1) An officer receiving an application under rule 5 shall 


either make a local enquiry himself, or cause one 
to be made by a Famine Relief Officer not below 
the rank of a Circle Officer, or by a Revenue Officer not below the 
rank of a Kanungo, or by some reliable non-official agency if 
available, for the purpose of ascertaining the particulars mentioned on 
the reverse of Form D,* 


Local enquiry. 


_ * L.—Mahal, field number, area of land an which work is to be executed. . 
( ‘1.—Status of applicant, i¢., whether proprietor or tenust. If a tenant, and — 
land holder's consent is required, whether the landlord objects, 
 11t_—Security— 


mined Tf the land iteelf, or the land itself, together with any othor land belonging to 


the applicant,—the value of the applicant's interest in each land or Innds, and 
- nuxture and extent of encumbrances, if any. 

(2) If personal,—the namo» and status of the co-wuretion, 

(3) Tlland hypotheented by collateral surety,—tte nature and vane, « 
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(2) A Kanungo ora Circle Officer shall be so employed only 
J when a gazetted officer is not available. 


* * — * 

P 7. It the Famine Relief Officer or the Revenue Officer 
— * g is not empowered by rule 4 to sanction the 
+. ubmiswion of appli. 


; cation with report of loan, he shall transmit the application with his 
| i; —— report to the Collector or the officer 
—* who ordered the enquiry, as the case may be, provided 
— that, if the receiving or enquiring officer ix subordinate 
‘ to a Famine Relief Charge Superintendent, or to «a Sub- 
divisional Officer, he shall submit the application to his immediate 

superior, 

8. In deciding whether the security offered is sufficient, the officer 
dealing with the application shall be guided by 
the following principles :-— 

(i) Where the amount of the loan does not exceed three-fourths 

of the value of the applicant's transferable interest in 

> the land after the improvement hos.been made, no 
i - collateral security need be required. 


(ii) Where the applicant’: interest in the land is not sufficient 
of itself to guarantee the re-payment of the loan, 
further security shall be required,which may consist of 
transferable interests in other lands belonging to the 
applicant or to other persons willing to become his 
sureties, or of personal security. 

(iii) Where a body of five or more co-villagers bind themselves 

jointly aud severally as contemplated in section 9 of 

| the Act, their personal security will generally be 

— sufficient ; and such officer may, if empowered by rule 

hail Pd 4, at his diseretion advance on such security an amount 

| not exceeding five times the annual assessment of the 
oJ JOU dand held by such villagers. 

Wh — application submitted refers to a project 

— oo a in the district programme of 


Security. 
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(2) In determining the amount of the loan in such eases, the 
officer dealing with the application shall follow the estimates of cost of 
the works as given in the said programme, For other works the rate 
shall not exceed the ordinary local rate by more than 25 per cent. 

10. If the proposed work be approved by the enquiring officer, 
aml if the security offered be good and sufficient, 
he may, on completion of the local enquiry, 
sanction the loan himself if empowered by rule 4 to do so ; otherwise, 
he shall forward the application with his report for orders under 
rule 7. 


Procedure. 


11. If the loan is sanctioned in the village by an officer other 
Disbursementofloans than the Collector, the sanctioning officer, after 
on the spot, filling in the particulars mentioned on the reverse : 
of Form D* and taking the security required by rule 13 may, if 
so desired by the applicant, disburse the loan on the spot, Loans or 
instalments of loans sanctioned by the Collector or any higher 
authority may also be disbursed in the village by Sub-livisional Officers 
and Famine Relief Charge Superintendents, and by Deputy Collectors 


empowered under rule 4, and by any — non-official agency, \ 
where available ; ~ 9-4 
Provided that, when any loan is payable in more than one instal- sg 
, ments, the second or any subsequent instalment shall not be paid by J 
the disbursing officer, except as provided in rule 16. oe 
4 15. Interest shall be charged at one anna per rupee, or 6} per 
a cent. per annum, except in the case of a mis- 
: application of the loan, when interest shall be 


charged at double the above rate, ae provid foniin rules: RP -ana ae, ‘ f j 
16. Loans shall ordinarily be given in three insta re 
Payment of Loans twwo-tifths before the work bas ee comme, 





and one-fifth when it has been passed as completed after due in nepection 
17. (1) Repayment shall be made by yearly or half-yearly in: 
(2) The dae of the fit tet allt th in j 
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loan is adyanced in instalments, from the date of the advance of the 
last instalment actually taken. 


18. The date of the payment of the last instalment shall not 
ordinarily be later than twenty years from the 
tee y — — date of the actual advance of the loan ; or, when 


— on which instalmenta the Joan is advanced in ir — 
should be fixed. oan is advance istalments, from the 


| (ate of the advance of the last instalment 
J actually taken, the amount of the instalments being fixed, in cases 
) in which such « principle ts applicable, with reference to the annual 


profit expected to acerue from the improvement ; 


Provided that the whole amount of the loan, or such portion of it 
; as will be recovered, shall in all cases be repaid before the expiry 
of the period for which the improvement is likely to be effective. 


19. (1) Inthe ease of a loan granted by instalments, if the 
y Closure of loan on #PPlicant, after taking one or more instalments, 
“ —— to take instal- fails to take any other instalment within six 
he crap gtr weeks from the date on which he i is entitled to 
it, the Collector may declare the loan elosed. 


(2) The totalof the instalments taken by the applicant shall then 
constitute the loan, which shall be treated as having been fully paid 
on the date on which the last instalment was actually taken ; and 
afresh arrangement for repayment shall be made by the Collector 
ss Consistent with rules 17 and 18. * * 


20. (1) The realization of instalments or of interest may be 
Bas of instal. suspended, by the order, and at the diseretion, of 
\ments, or of interest. the Collector, on proof of failure of crops from 
ea — the the borrower's control, or of other exceptional calamity 
rendering the payment of instalments unduly burdensome to him. 


2) The Collector shall report every such suspension to the 
ymissioner, who shall pass such orders on the case as may seem 
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(5) Notwithstanding anything contained in clause (4) of this 
rule, in all cases where suspension of revenue or rent has been granted 
on a lange scale over a wide area, a suspension of payment of instal. 
ments due during the period for which suspension of revenue or rent 
has been granted, shall be made by the Collector without reference 
to any higher authority, and the effect of such suspension shall be 
to postpone for one instalment period at a time the payment of all 
remaining instalments due on the loan. 


22. (1) If at any time it is proved to the satisfaction of the 
_Tntereet to bo levied ‘ollector that any part of a loan has been 
—— — sags misapplied, or that it is not being spent on 
of discovery of un» the work for which it was intended, or that 
troath of statements : 
made by applicant or the statements made by the applicant in his 
se application for the loan*** or by his sureties in 
their bond proffering collateral security, as to the nature and extent of 
the eneumbrances on the immovable property pledged as sceurity 
forthe repayment of the loan, are in any particular untrue, the 
Collector may, after recording in writing the grounds of his decision, 
-and subject ‘to the control of the superior Revenue Authorities, 
proceed to recover the whole amount of the loan, with such 
interest as may have become due thereon at the rate of 124 per cent. 
per annum, from the date on which the loan was made to the date of 
recovery. * 

(2) Before determining to take action under clause (1) of this 
rule, the Collector shall take into consideration the expense of 


— even when that may have been supplied by the debtor 


23. (1) In the circumstances described in rule 22, interest abel 


fcr tiilaneanss also be levied at 124 per cent. per annum for the 
ing period. period intervening between She Ne 
completion of the loan (in cases in which loaus are granted in one” | 
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24. If the work for which a loan is made is carried ont to the — 
Form of remission of Stixfaction of the Collector, and in accordance 
part of loan. with the conditions imposed by these rules, and 
if it is necessary to grant some remission, it shall take the form of a 


remission of land revenue. The loan with interest shall ordinarily be 


; . -_ . 
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Reves exper rie Aanicuitenists’ Loans Acr, 12 or 1884. 


1. The Collector may sanction loans of sums not exceeding 
Power to sanction Rs. 700 in each case. Sub-dlivisional Officers, and 
Lonnie. any Deputy Collector who may be specially 
empowered in this behalf by the Collector with the approval of the 
Commissioner may sanction loans not exceeding Rs, 250. Loans 
exceeding Rs. 700 shall require the sanction of the Commissioner, and 
loans excealing Rs. 5,000, the sanction of the Board. The district 
allotment may not be exceeded without the sanction of the Com- 
missioner. 


2. Applications for loans may be presented to the Collector or to 
Application to whom &0y other Revenue Officer not below the rank 


to ho made, of a Kanungo authorised in this behalf by the 
Collector. 
4. (1) Applications may be made orally or in writing. 
* * * * 


4. (i) A Revenue Officer receiving an application under rule 
2 shall either make a local enquiry himself or 
cause one to be made by another Revenue Officer 
not below the rank of a Kanungo or by some reliable non-official 
agency, if available, for the purpose of ascertaining the particulars 
mentions on the reverse of Form A.* 


Local enquiry, 


; 


— ES 
© L—Field number, and aren of anh ORE Sea He Sees ee a 
in which it ie situated. 


I1.—Status of applicant, that is, whether proprietor or tenant, — 











HI.—Security— Ws ee 
(i) If an interest of the applicant in immovable property, —— 


walus of thot interest, and the nature ond extent of 
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(11) A Kanungo shall be so employed only when a gazetted officer 

is not available. 
5, If any Revenue Officer is not empowered by rule 1 to sanction 
Gutuitndas a? appit the loan, he shall transmit the application with 
cation with report of his report to the Collector, or to the officer who 
enquiry: onlered the enquiry, as the case may be, provided 
7 that, if the receiving or enquiring officer ie subordinate to a Sub-divi- | 
sional Officer he shall submit it to the Sub-divisional Officer. 


6. The Local Government may, by general or special order, 


Delegation of func. @mpower any person to perform all or any of 
tions. the functions of a Collector or of a Revenue Officer 
referred to in rules 2, 4 and 5, 


7. (1) When the applicant possesses an interest in immovable 

— property of value sufficient to secure the whole 

? amount that may become payable in respect of 

the loan, he shall mortgage that interest, or a sufficient portion 

thereof, -to the Government as security for the payment of that 
amount, and no further security need be required from Him. 

(u) When the applicant does not possess an interest in immovable 
property of such value as aforesaid, he shall procure some person or 
persons to become his surety or sureties for the payment of the said 

— (iii) When the suretics are a body of village residents who bind 

“ themselves jointly and severally to the Government for the payment 

of the said amount, their personal security may be » accepted, provided 

that the sureties have executed a bond * * In 

other cases, the security given by the surety or sureties shall consist 
— eg immovable property. 

: — — =e) The Collector must in every case satisfy himself that the 

security ‘offered in whatever form it is given, is sufficient to guarantee 

= othe —— — be accepted, 
be . If the loan applied for is one that can be granted under the 
provisions of section +, sub-section (1), of the Act, 
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empowered by rule 1 to do so; otherwise the Collector shall forward the ; 
application, with his report thereon, to the Commissioner for disposal, 


#. When the Revenue Officer, rather than the Collector, has 
Disbursement oflouns Power under rule 1 to sanction the loan applied 
on the spot. for, he may, as soon as the local enquiry is com- 
pleted and the particulars mentioned on the reverse of Form A®* are 
filled in, take the seeurity required by rule 1], sanction the loan, and, 
if so desired by the applicant, disburse it on the spot, Loans or 
instalments of loans sanctioned by the Collector, or any higher 
authority may be disbursed in the village by Sub-divisional officers and 
Deputy Collectors empowered under rule 1, and by any reliable non- . 
official agency, where available : 


Provided that disbursement on the spot may not in any case exceed 
| Rs. 500 for a single item : 


Provided also that, when any loan is payable in more than one— 
instalment, the second or any subsequent instalment shall not be 
passed for payment by the sanctioning officer until he has had an ; 
enquiry made locally and satisfied himself that satisfactory progress 
i. is being made with the work for which the loan was sanctioned, 


12. A copy of the order granting the loan shall be given to the 

Payment where tobe applicant, and, on presentation thereof, payment 

a. of the loan or of any instalment of the loan may cet 5 
is be made to him either at the distriet or the sub-divisional Treasury, or = 
| ~ on the spot under rule 9. — 

— 13. (i) In the case of a loan granted by instalments, if the J 
me | applicant, after taking one or more instalments, 

—* ———— fails to take any other instalment within-six 
T mart dine, weeks from the date on see 
7 the Collector may declare the loan closed, 

(ii) The total of the instalments taken by the applicant shall 
then constitute the loan, which shall be treated as — een = 
— — which the last. instalment was act: a 

fresh ent for repayment —— 
—— 18. eet 
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(11) The Local Government may, for special reasons, and on special 
application through the Board of Revenue, sanction a loan at a lower 
rate of interest or without interest, 


(iit) If any instalment of principal or of interest, or of consoli- 
dated principal and interest, is not paid when it falls due, the Collector 
shall charge interest on it at 6} per cent. per annum from the date of 
its falling due to the date of payment: 


Provided that, whenever the Colleetor is satisfied that the default 
is due to inability to pay, and that the levy of such interest) would be 
productive of hardship, he may, with the sanction of the Commissioner, 
reduce or remit it. 


“(iv) In chargiug penal interest on overdue instalment not sus- 
pended under rule 20, the same period of 15 days’ grace shall be 
allowed as in the case of payments of cesses, and thereafter interest 
shall be charged on the total of the overdue instalment at the same 
2 rate as the interest on the loan. 


15. (i) Interest shall be levied for the period intervening between 
* Interest for interven. the date of the completion of the loan (in cases 
oa tog period. in which loans are granted in one payment), or 
Si between the dates of the payment of the instalments (in cases in which 
loans are granted i ments), and the date from which the first 
instalment of interest, consolidated with the first instalment of the 


ss principal, becomes payable, 

(ii) The interest leviable in such cases shall be demanded in a 
Jump sum on the date on which the first consolidated instalment of 
principal and interest is made payable. 


sy = 10. (i) The repayment of the loan shall be made in accordance 
ees with the Table of Equated Repayments of Takavi 
— "Loans, prepared by the Accountant-General, Ben-_ 
to the: annexed Form F, which shows the amounts of 
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(iv) The power of suspension of payments of instalments or of 
— — 
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17. Repayment shall be by equated yearly or half-yearly instal- 
Repayment by instal. _™euts, the date of the first instalments being 
mente date of first later than one year from the date of the actual 
— — advance of the loan, or, when the loan is ad- 
venced in instalments, from the date of the advance of the last instal- 
ment actually paid. 
18, The date of the last instalment shall not be later than five 
Pd teats ee | YORE from the date of the actual advance of the 
loan, or, when the loan is advanced in instal- 
ments, ten years from the date of the advance of the Inst instalment 
actually paid. 
19. The dates for payment of instalments (annual or half yearly) 
Bate ek tapas asaks shall be fixed by the Collector, with the sanction of 
of loans. the Commissioner, for each thana of his district, 
with reference to the season when repayment can most easily be made. 


Esplanation—Tho season at which ropayment can most easily bo made will 
ordinarily be the time when crope grown for mle are taken to murket, In jute 
districta, for instance, it would probably be best to provide for repayment by one 
anoual instalment in Soptomber, when tho jute crop fs sold, oxcept in cases where 
the borrower himeelf prefers to pay in two yearly inetalmenta, 


20. (i) The realisation of instalments or of interest may be 
suspended by the Collector on proof of failure 
* — — . of crops from causes beyond the borrower“s con- 


trol, or of other exceptional calamity rendering the payment of 
the instalments unduly burdensome to him, 


(ii) The Collector shall report every such suspension to the Com- 
missioner, who shall pass such orders on the case as may seem 
i 

(iii) No interest shall be charged for the period of suspension ; 


— 
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any higher authority, and the effect of such suspension shall be to 
postpone, for one instalment period at a time, the payment of all re- 
maining instalments due on the loan. 


21. (i) The Collector shall, in no case, without reference to the 
Dacia ce at Commissioner, remit repayment of a loan; and 
he may recommend remission only in cases where 

the recovery of the loan in full would occasion serious hardship. 

(ii) Remission may be sanctioned by the Commissioner up to 
the amount of loan a Collector may sanction, and by the Board up 
to the amount a Commissioner may sanction. Larger remissions 
shall, in all cases, require the sanction of the Local Government. 

22. (i) Lf, at any time, it is proved to the satisfaction of the 
) Collector that any part of a loan has been 
misapplied, he may, after recording in writing 
the grounds of his decision, and subject to the control of the superior 
Revenue authorities, proceed to recover the whole amount of the loan, 
with such interest and costs (if any) as may be payable in respect 
thereof. ‘ 

(ii) Before determining to take action under clause (i) of this 
rule, the Collector shall take into consideration the expense of super- 
vision, even when that may have been supplied by the debtor himself. 


Misa pplication of loan. 
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CHAPTER III. 


RELIEF oF INDEBTED AGRICULTURISTS. 


| Extracts from the Proceedings of the Governor General’s Council, 
dated the 20th June, 1878.) 


Bownay Ixpesren Aorievurrunistrs’ Rewer Bre. 


The Hon’ste Mr. Cockere.e said that, the proposal to legislate on 
this subject was one of the results of the investigation conducted, and 
the report made, by the Deccan Riots Commission in regard to the 
very serious disturbances which took place in certain districts of the 
Bombay Presidency about three years ago. 

~ — — * * — 


The investigation instituted by the Commission had elicited a 
mass of valuable information in regard to the dealings between the 
ryot and the money-lender, and as to the condition and circums- 
tances of the agricultural industry generally in the Decean 
districts, The fact of the extreme indebtedness ofa large section 
of the agriculturists in the districts in which the investigation 
was made had been conclusively established: nor was this general 
state of debt, though it had assumed much larger dimensions 


of late years, of reeent origin; it had existed in some degree almost 
from the time of the conquest of the Deccan and its annexation 
——— There had, however, been intervals of pros " 


perity: the settlements of 1836-37 recognized for the first time, — 
or created, the agriculturist’s proprietary interest in his land, and this | 
gave him a considerably enhanced credit with the money-lender ; then 
the construction of railways and publie works, sind the: seta ales “gtoahu 
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or the productive capacity of the land; he had also contracted habits 
of increased expenditure on personal comfort, which in his less 
prosperous circumstances he was loath to forego. 

As an illustration of the extent of indebtedness and hopeless 
embarrassment which had been reached in the case of some of these 
ryots at the time of the outbreak, he (Mr. Cockrnets) would quote 
some statistics furnished in the Commissioner's Report. The particu- 
lars in this respect of some twelve villages selected at random had 
been recorded, showing an aggregate book-debt of nearly two Inkhs 
of rupees, whilst the revenue assessment of the debtors’ lands 
amounted to about rupees 10,000, and their proprietary interest in 
the same was estimated to be equivalent to ten years’ revenue; so 
that the total debt in these villages was double the full value of the 
entire land belonging to the debtors, This would seem obviously to 
: point to the conclusion that the consideration actually passed to the 

debtors in these must have been wholly disproportionate to the sum of 
their recorded obligations; for under no other hypothesis could the 
money-lending creditors carry on their business, where the value of 
the security was so much below the outstanding debts represented by 
it, without absolute ruin. 


This conclusion, as to the extreme disparity between the extent of 
4 the accommodation*actually obtained by the borrower and his recorded 
ree obligation in respect of it, was fully corroborated by the facts which 
— had been recorded by a member of the Commission in regard to this 
7 question. He (Mn. Cockrnet.) would cite a particular case—an 
| extreme one certainly, but one that had been brought to light in the 
f course of the enquiry, A ryot had borrowed rupees 10, and at the 
end of ten years from the date of the loan, his account with his 
—* reaior stood thus: he had paid rupees 110 and still owed rupees 
; — So that in the short space of ten years, through the process of 
repeated renewal of bonds in which compound interest at high rates 
a — to the principal, his debt had been made to mount up to 
hirty-three times the sum. actually borrowed by him. 
+ causes of thin extreme. indebtedness hal been recorded in 
mucl h det nil il.in the report of the Commission, and the possible effect 
the ¢ vernment revenue assessments and the state of the law 
16 rela creditor and debtor, in conducing to the 
Se ie close 
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the separate minutes or memoranda which had been recorded b Y some 
of the members of the Commission. Foremost amongst the causes of 
the existing complications were (1) unfavourablo conditions of soil 
and climate; (2) increase of population in excess of any increase in 
the local supply of means of supporting such population; (3) the 
obligations of ancestral debt: and (4+) the money-lender’s custom of 
inordinately enhancing the original debt by charges of compound 
interest at high rates, and constant exaction from the debtor of fresh 
bonds or other instruments of obligation. 


An additional reeorded cause of the general increase of debt 
amongst the ryots of late years was the greater facility of obtaining 
credit, on inadequate security, brought, about through the more active 
prosecution of the money-lending business by a lower class of sowhars, 

" ° = * * As the 
ryots in these districts held their lands under direct, engagement 
with the Government, the possible connection of the revenue system 
with, and its partial responsibility for, the poverty and embarrass- 
ments of the, people became an important subject of enquiry. The 
report of the Commission, whilst it did not show that the assessment 
of the land fixed at the latest revision of settlements pressed with 
undue harshness upon the ryots, expressed the opinion that, in the 
peculiar conditions of the Deccan, as regards* climate and the 
productive capacity of the soil, the fixity of the Government 
revenue demand operated adversely to the direction of keeping 


the cultivator free from the need of recourse to borrowing, A more 
elastic system under which the demand would better correspond in 


point of time with his own realization of profit from the land, 


without at the same time introducing to too great an extent the 
element of uncertainty as to the amount of the demand, would, it 
was represented, be more suitable to the exigencies of the case, 
The present state of the law relating to the administration of 
justice and the procedure of the Civil Courts, in so far as it. 
governed or affected the dealings between the sowkars and the | 
ryots, was fully considered and dwelt upon ins much detail in the 
report of the Commission. ‘Tt was held — nse — 
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enactment, the law gave a period of twelve years, and in practice it 
wasfound that the creditor was content to allow debts to ran on 
without any settlement of accounts, and bearing simple interest at 
the ordinary rate for ten or eleven years; whereas after the change in 
the law, the custom of coming to a settlement and renewing bonds on 
the terms of adding interest to the amount of the original obligation 
every second year gradually sprung up and had become one of the 
: a chief causes of the ryot’s embarrassments. At each recturrings 
renewal of a bond or other instrument of obligation, the opportunity 
of enhancing the proportions of the previous debt by the addition of 
fictitious charges of various kinds was largely taken advantage of 
by the money-leuder, and the effect of a renewal, even where no 
additional consideration was given, was frequently to double the pre- 

vious debt. 

The mode of dealing with cases between the sowkor and the ryot 
when brought into Court, and the whole procedure of the Civil Courts 
in reference to such cases, were wholly to the advantage of the 

* creditor. He could, by collusion with the Court’s officers, delay or 
prevent the service of the usual process giving notice of his ¢laim 
being about to be adjudicated; and where this fraud was not 

re resorted to, the ryot, from his incapacity, through ignorance, to 

Leen set up an answer to the plaintiff’s claim, or his inability to give the 

| time required for a possibly prolonged attendance at a distant Court, 

— put in no appearance; and so it resulted that, in the case of an 

Prag overwhelming majority of suits instituted by the money-lenders, the 

~— Courts granted er parte decrees. 

* It was shown further that the sowéar, having thus obtained a 

‘decree without any examination of the circumstances of his claim, 

ot had thereby acquired a fresh instrument of oppression and exaction ; 

—— _ for under the the pressure of the process issued by the Court in 


— 


ed exe ution of the decree, he could extort from his judgment-debtor 


alm ost any terms that he chose to impose upon him, the fear of 


hayi to go to jail upon the issue of a warrant of arrest being 
‘giz i A eae — to ———— 
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expatriate himself for any considerable period, the hypothesis that 
he could evade a real and active pursuit with the object of appre- 
hending him was wholly untenable. Ample evidence was elicited 
in the enquiries of the Commission to show that the worst twist 
was given to the ryot’s coil of indebtedness after his creditor 
had obtained from the Civil Court a deeree against him; for the 
decree formed the basis of a fresh agreement and starting point 
ina further chain of cmbarrassments, in which the terms exacted 
from the debtor were more oppressive than those which marked 
the stages of bond-renewals to avoid limitation. 


To remedy this state of things, the report of the Commission recom- 
mended two projects of special legislation: one, designed to protect 
the debtor in his early dealings with his creditor and mitigate 
the difficulties of his position during the first stage of those dealings, 
1.¢., the period before the institution of a suit against him in the 
Civil Court; the other, for the amendment of the existing law relating 
to the execution of decrees. 

# 6 + + — — — 


In addition to these legislative proposals, the Commissioners 
farther recommended, in view to checking the prevalent practice of 
granting decrees ex parte, the establishment of special Courts for the 
trial of small causes, which should hold their sittings in the 
villages in or near which the persons against whom suits were 
instituted resided, so as to bring the administration of justice as near 
as possible to the home of every person sued in connection with Mir 
his borrowing transactions, and that the Native white of the — 
regular Civil Courts should be employed in making tours ot rs of ——— 
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claims be might have to meet, would, by introducing the element 
of uncertainty into the relations between the Government and the 
ryot, produce a greater evil than that which it was designed to 
counteract. 

Some reference had been made by the Commissioners to the system 
of revenue administration obtaining in Madras, where similar 
ryolwari settlements prevailed; but it was shown in the minute 
recorded by a member of the Bombay Council which accompanied the 
letter of the Local Government above mentioned, that in point of 
fact the grant of remissions in seasons in which, through drought 
or other untoward circumstances, there was an extensive failure of 
crops, to which the report of the Commission had made allusion, was 
as much the practice in the revenue administration of the Decean — 
districts as in that of the Madras Presidency. 


As regards the effect of the present law and system of ad- 
ministration of justice in bringing about or contributing to the state 
of things brought to light through the investigation of the Com- 

he mission, the Local Government. were clearly of opinion that the 
Wee change in the Law of Limitation introduced in I859, which so 
— materially shortened the period within which suits upon breach of 
— contract would lie, and the procedure of the Civil Courts under 
a = which so many decrees were given on an entirely ex parte view of 
—F the money-lender’s claims, were the causes of much of the ryot’s 
A -embarrassments. They accordingly expressed their eoneurrence in 
those protective measures advocated in the report of the Commission, 

which embraced,—(1) the establishment of public notaries for the 
_ preparation and registration of. instruments to be executed by the 
* _ ryots in favour of the money-lenders, by way of security for the 
 , repayment of loans; (2) the enforcement of the grant of receipts 
: for money paid, statements of account, and pass-books by the soméer, 
— on the requisition of the ryot ; and (3) an improved mode of trial 
sa of ‘suits apon money claims by the Civil Courts; and they pressed 
fees See 1 the Government of India the expediency of reverting to the old 
la vot Limitation in force previous to 1859 in respect of suits upon 
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India as to how far definite proposals for an increase of expenditure 
on judicial establishments would meet with favourable consideration ; 
but as regarded the scheme submitted by the Commission for the 
amendment of the law relating to the execution of decrees, they were 
not generally in favour of the proposal for the abolition of personal 
arrest and imprisonment for debt, nor did they approve of the 
suggested limitations in regard to the sale, by the order of Civil 
Courts, of immovable property in satisfaction of a decree for money ; 
whilst in respect of the further suggested enactment for preventing 
the improper use of a decree by the judement-creditor, they expressed 
ho opinion. 

The whole matter rested in this state until the question of further 
action was taken up by the present Government of Bombay, who 
early in the current year addressed the Government of India, 
submitting fresh legislative proposals for effecting the following 
objects :-— * 

Ast. (a) The enforced examination by the Civil Courts of the 
merits of every claim for which it was asked to give a decree, whether 
any defence was made to such claim or not. 


(6) The disallowance of the obligation of any person to discharge 
ancestral debts, unless such person in the Court’s presence expressed 
his readiness to accept responsibility for such debts. 


(c) The disallowance of the compound interest included in any 
claim, as well as all interest in excess of a sum equal to the principal 
represented in such elaim. 

2ad. The declaration of the insolvency of any debtor upon his 
personal application, otherwise than after his arrest in execution of a 


decree against him. 


dri. The prevention of the sale of any land by order of a Civil 
Court in satisfaction of a decree for money, unless the land had been 


"specifically pledged as security for the debt, and the contract under — 
which it was so pledged had been reduced to writing, and the 
_ written instrament embodying the same duly registered. — = 
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which he was asking leave to introduce. They were three in number, 
namely ;— 

1. To empower Courts having insolvency jurisdiction to declare 
a person to be insolvent on his personal application, although he might 
not have been arrested in execution of a decree. — 

2. To limit the power of the Civil Court in respect of the sale of 
immovable property in satisfaction of a decree for money to cases in 
which the property was specifically pledged as security for the claim 
decreed. 

3. Toenforce the reduction into writing of all contracts so 
pledging immovable property, and the registration of the instruments 
embodying such contracts. 














(Ertracts from the Proceedings of the Governor General’s Council, dated 
the 17th July, 1879.) 


Tae Deccan Acnaicunrunists’ Reurer Birt. 


The Howx’ste Sim T. Hore said that the riots have been followed 
by investigations in various forms. A Special Commission, in the 
first place, was without delay appointed by the Bombay Government. 
It was composed of two European officers, Messrs. Ricury and 
Izox, of the Revenue and Judicial Branches of the service, Mr. 
SAMBHUPRASAD, a distinguished Native Administrator, and a civilian 
from the North-Western Provinces (first Mr, Avoexktanp Coxyiy, 
now employed in Egypt, and afterwards Mr. Canrentrer). Their 
report, in five volumes and above 1,500 pages, is a very able survey 
of the difficulty-in all its aspects, Besides this, the riots gave 
a special direvtion in Bombay to the enquiries into the working of 
the Civil Courts then going on throughout India in “connection 
with the amended Civil Procedure Code under the consideration 
of thie Council, which eventually became law as Act 10 of 1877 3 
anda judicial officer, Mn. Writsam Weppersvax, was deputed to 
report on the subject. Further, other circumstances led in 1878 
to the condition of the peasantry in the four districts of the Deccan 
being subjected to a close investigation, in which the most experienced 
officers of the Bombay Presidency took part, and which is summed 
up in a Minute by Sim Ricnanp Tempre, dated October 29th, 1878. 
The famine Commission also this year obtained a good deal of valuable 
evidence, to which they have been so good as to allow me free 
aceess. Finally, the question has been very ably and instructively. 
discussed : 
impossible for me, on an occasion like the present, to 





by the Press, both in India and in England. It would be 
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The Central Deecan, which is the locality principally distressed, 
though unfortunately not the only one, and to which the present Bill 
is intended to apply, consists of four ‘districts’ or executive col- 
lector’s charges, namely, Poona, Ahmednagar, Sholapur and Satara, 
The three first named beeame British territory in A.D. 1819-21, 
but Satara not till A.D 1849, Their area is 21,000 ejuare miles, 
aml their population three-and-a-half millions; that is to say, the 
population of Scotland, located in two-thirds of its space. Mountains 
and forests occupy much of the country, so that the actually culti- 
vated area gives about six acres per head of the agricultural popula- 
tion. The State m the landlord; the tenure ryofwari, on the 
Bombay system of permanent occupancy, with revision of assessment 
every thirty years. The peasant-proprietors themselves cultivate 
about three-fourths of their land and sublet the remainder. The 
assessment or rent they pay to the Government is at average rates 
of from seven annas to twelve annas per acre, which is equivalent, on 
fairly good land, to, from an eighth toa sixteenth of the gross produce, 
and on the poor soils to much less. 


The proportion and extent of indebtedness are not easy to ascer- 

tain. In one batch of twelve villages tested by the Commission of 

1875, one-third of the peasant-proprietors were found to be very 

heavily embarrassed; and of these, two-thirds were petty land- 

) holders, paying assessments of only twenty rupees per annum and 
} under. Their debts came to eighteen times the average assessment, 
: and two-thirds of this were secured by mortgage of the land. In 

ine another batch of seventeen villages in Ahmednagar, forty-three per 
- cent. of the proprictors were deeply in debt, the debts averaging 
fifteen times the assessment, but reaching forty-five times in indivi- 
dual cases. Only one-third of the debts appeared to be secured 
= 4 f by mortgage, but one-eighth of the land had already been actual- 
J ee ee te mat 

— — r, the ryefs were virtually mere tenants-at-will 

: a4 f thei r creditors, The Collector was of opinion that, through- 

he whole district, three-fifths of the people were so involved 
ena ince for them ever to get free. 
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beneath special consideration? The proportion seems to me, however, 
to have been nearer one-half than one-third, and to be, moreover, 
constantly increasing. Finally, it must not be forgotten that the 
statistics of the Commission, which I have been quoting, are now four 
years old. Since then, the terrible famine of 1876-77, and the sub- 
sequent indifferent seasons haye passed over the land, and cannot but 
have left deep traces behind. True, as it is, that the peasant- 
proprietary struggled nobly and lone to maintain themselves and their 
dependents without State relief, and vast as was the amount of ac- 
cumulated savings, in gold and silver ornaments and the like, which 
they were found to possess, we must not forget that those savings 
were revealed by their passage to the mint, and that their dissipation 
must have left at the merey of the money-lender thousands who 
were never so before. We may admire the honest pride and fortitude 
which the peasantry, asa body, displayed throughout their long- 
protracted trial ; but we cannot ignore the obvious effects on their 
condition. 


Granted,- however, that a large proportion of the population are 
deeply involved, we may well enquire whether such a condition is 
abnormal. It has been said, and in one sense with truth, that 
‘poverty and debt were the familiar heritage of the ryots before 
the advent of the British rule.’ Our records of the country when 
first acquired tell of indebtedness extending largely among the pop- 
ulation. The ryots, itis said, ‘though usually frugal and provi- 
dent’, were in many cases ‘living in dependence on the somwsar (or 


money-lender), delivering to him their produce ond drawing upon 
him for necessaries’; and this condition is mainly attributed to the 
Mabratha system of levying heavy contributions from bankers, to — 
whom the revenues of villages were “Sesigned in: repayment, end oF 


collecting the State dues generally through the agency of such ¢ 
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talists, who recovered in kind what they paid in cash. — ne a 


thus arising mainly from a vicious system of collecting the land rn 
venue paid by all, necessarily extended ‘toa a large F oportion of thi 
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Native States of India. I have myself noted it in those of W estern 
India, with many of which I have had considerable official expericnce. 
The reply to our enquiry, then, is that, as compared with former 
times aml with Native States, indebtedness now in the Deccan 
extends to smaller numbers, but is heavier in individual incilence, 
followed by consequences infinitely more serious, and decidedly 
abnormal. 


Some may feel inclined to question whether, after all, there is 
any real harm in the present state of things. The institution of 
private property in land is essential, it will be said, to the well-being 
and progress of every civilized community, to the encouragement 
of industry and the accumulation of capital. But it is indispensable 
that such property should be in the hands of those who by their 
capital, intelligence and industry are qualified to turn it to the 
best account. If this condition be not fulfilled, but the land be 
held by a class who, through their ignorance, improvidence and 
want of energy, have bnrdened their heritage with debt whieh can 
never be repaid, and thus have deprived themselves ,of all incen- 
tive to labour and all interest in its results, then the only remedy 
is to promote, rather than to obstruct, a gradual restoration 
of healthier “conditions of society by the bankruptey and evie- 
tion of the incapable. True as such principles undoubtedly are 
in modern European populations, considerable caution is necessary 
in applying them to the ill-studied and little-understood problems 

_ of Oriental life. Assuming hastily a similarity of premises, we are 

* apt to jump to familiar conclusions, and to inaugurate action wholly 
. inapplicable and pernicious. Much of the difficulty in the present 
— _ instance arises from such inconsiderate interference in the past. 
MWyhen we overturn by an Act of the Legislature institutions which 
J wh Es popular consent has maintained for above a score of centuries, we 
— + — nes forget that we are not the bearers of a political revelation 
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ment, then, indeed, we must perhaps sit down and sit out the process 
of gradual transfer of the rights of property from the one class to 
the other, merely softening, if need be, the fall of the sufferers. 
But consideration will show that no such circumstances exist in the 
Deccan. The Mahratha fvméi is not the defective and useless 
creature postulated. No such material composed the armies of 
Sivaji and his successors, which defeated the Moghuls, overran half 
India, and founded an empire of which the remnants still flourish 
around us. Asa soldier, the Mahratha in olden days was as enter- 
prising as he was hardy, equally able to ‘bide a buffet’ and to strike 
a blow. At present, he furnishes material perhaps second to none 
in India for the purposes of modern war, All representations of him 
as thriftless, enervated and puny are incorrect. As a peasant-pro- 
prietor, he is no unfavourable specimen of the class. Mr. CHarii~ 
and our other early authorities give him credit for many sterling 
qualities. He is still represented by the Commission as ‘a simple, 
well-disposed peasant, contented with the scantiest clothing and 
hardest fare,’ not without ‘masculine qualities’ and ‘a stubborn endur- 
ance,’ though still mostly uneducated, and consequently without a 
broad range of intelligence. Of course, improvidence and slovenly 
cultivation may be detected in individuals or particular localities, 
But we must not expect too much. Under British rule, the Awmée 
has nodoubtedly progressed as fast as adverse circumstances allowed. 
He works his fields to the best of his lights, and in the dry season 
travels far in search of day labour, or with his cart on hire. During — 
the late famine he displayed resources equally creditable to his thrift # 
and his good feeling. His embarrassed condition seems to be rather : 
his misfortune than his fault, induced by the calamities of the last 

century, the obligation of ancestral debt, the burden of the land - 

revenue demand—formerly in amount and latterly in imposition — 
—and the facilities for extortion conferred by our laws upon his 







creditors. a 
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On the other hand, those into whose hands the land is 
observed to be passing are not yearning for it in order time. 
it by their intelligence, enterprise and capital. — — 
tions, the transferees are the professional mor ey-len Ww 
——— * status of — roprietor: 
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So far from cagerly getting the land formally transferred to their 
own names, they show general reluctance to do «o, They prefer to 
keep the ryot on his land, and extract all they ean from him : the 
punctual discharge of their advances is the last thing they desire, 
As Ma. Avextann Convin says,— 

“the position is that of a man recorded as occupier of his holding, and responsible 
for the payment of revenne neeeesed! on it; bat virtually reduced by pressure of debt 
to o tenant-nt-will, holding at mo rack-rent from, and eweated by, hie Marwari 
creditor, It is in that creditor's power to eject him any day by putting in force any 
one of the decrees he has agninet him; and if allowed to hold on, itis only on condi- 
tion of paying over to his creditor all the produce of his land not absolutely necessary 
for next year's seed-grain, or for the support of life. © © © © He has nothing to 
hope for,, but lives in daily fear of the final catastrophe, Under a so-called ryotwari 
settloment it is gradually coming to this, that the ryot is the tenant, and the Marwari 
is the proprictor. © © © © ‘The proprietor is irresponsible; the tenant unpro- 
tected. It promises to bocome, not a ryotwari, bul a Marwari, settlement,” 


Such conditions deprive the transfer of land from distressed to 
monied classes of all the glamour with which political economy 
would surround it. They show that the noble gift of property in 
land, made by the British Government to the peasantr? for their sole 
benefit, is passing, contrary to their intentions, and in frustration 
of their objects, to a class upfitted to possess it. As observed 
as early as 1852 by Sin George Wincare, the great author 
of the gift :-— 


“It was never contemplated that the measures intended to secure these benefits 


| foe the cinas of landholders should transfor their dearest rights and the paswssions 





that had descended to them from their forefathers to a clase of usurious FrVOELey = 
lenders, and degrade the former to the position of labourers or of tenants cultivating 


Mm thols forsee lands'dt Che will of the latter: 


+ > * In short, the second of the premises on which a policy of /atssez 
— J Saive would rest is as unsound as the first. In the words of Mr. 
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Only one of the three premises mentioned above remains— 
that the land is such that capital in large single sums can alone 
effect its improvement. Thatis exactly what it is not. There are 
indeed certain localities, limited in number, where irrigation projects 
may alter the character of the produce and counteract seasons of 
drought. But these are far too extensive for individual enterprise. 
They must be undertaken by joint stock companies or Government, 
and the latter has them in hand. But the great proportion of the 
cultivated area is such, that the most. it is capable of, can be made out of 
it either by mere careful tillage and economy of stable manure, or by 
petty improvements, such as, for instance, digging a well, banking up 
a stream or watershed at certain seasons, making a supply-channel 
from a neighbouring canal or river, or altering the level or inclination 
of a field—by action, in short, of exactly the kind which the peasant- 
proprietor, standing on his own land, fully realizing its capabilities, 
and feeling pride and pleasure as well as utility in developing them 
to meet the growing needs of himself and his children, is at once the 
most competent and the most likely to apply. That he has so improved 
his estate since it came into his hands when he could, despite all the 
mlyerse circumstances by which he has been met, is proved by the 
increase in wells and the reclamation of unassessed waste within hold- 
ings during the last thirty years. Whether he shall pursue these 
inclinations freely, or continue, as at present, thwarted and check- 
mated at every turn, it now mainly rests with us to decide. «al 

To the question, therefore, whether there is, after all, much | ee F 
harm in the present state of things, we must, perforce, answer that. ; 
the harm is of the greatest. To a peasantry such as I have described, ; 
expropriation means discouragement, despairantl exasperation. ‘To the = 
money-lending class, it means the acquisition of what they are nofitted . 
to use and do not particularly desire to have, of what — 
them at best a precarious profit, not exceeding that which r 


























wrung forth with trouble, anxiety, expense, popalar e 
even personal danger. To society, it means the dis 
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from time to time convulsive efforts to ehake it off. These « forte must increase in 


* _ freque ney and strength, nnlese the logislature seriously takes up the evil anil opplics 
‘the knife to it.’ 


Assuming, then, that indebtedness to an unusual and extreme 
extent is the condition of a lange proportion of the people in the British 
Deccan, we must enter into a critical examination of its probable 
causes before we can hope to apply an effective remedy. These causes 
are numerous, and complicated both in themselves and in their action 
and reaction upon each other. They may be conveniently classed as 
‘normal’ and ‘ special.’ 


{ The normal causes are those which may be found at work, more or 
less, at all times, and some in all parts of India, others only in certain 
localities. First of these stands porerfy. It is obvious that where 
there is a _peasant-proprictary, though the stimulus to individual 
exertion is considerable, and in India the Hindu joint-family system 
tends to preyent minute subdivision, the individual capital cannot be 
great, and misfortunes comparatively small will throw even a thrifty 
and industrious person into the hands of the money-lender for temporary 
loans. Besides this, the Aun4i of our Deccan labours under the special 
















8 disadvantage of a soil mostly indifferent, and a rainfall so precarious 
e * that he hardly gets a full crop once in three years. Finally, the 
. — obligation to pay a father’s debts, laid by Hindu law upon a son with- 


= out any equitable restrictions, imposes a burden oppressive at all 
el. times, and too often aggravated by fraud in the creditor and ignorance 
, in the debtor. The Comtidiesion, in fact, go so as far as to term 
ss ancestral debt the ‘chief cause’ of the ryot’s embarrassments. Next 
to porerty comes ignorance, which renders the unlettered peasant unable 
: to read and often to understand, the documents aud accounts in 
— he is vitally concerned, or to state and substantiate in a Civil 
Court a good. defence when he has one, and thus makes him a tem pt- 
ing sign for every kind of roguery. Social obserrances, such as, 
marr a birth and funeral expenses, also swell the roll of obliga- 
iol it bei being connected with religion, they are to a great extent 
uve If occasionally excessive in prosperity, they are reduced 
bl — The Commission consider that in amount they are 
aerally not anger than the ryot’s income, if otherwise only fairly 
taxe , would ———— has been given to 
thom as of his ruin. Jim ‘in ee ued 2 oe 
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remark, ‘rather in the short-sighted improvidence of an ignorant 
class, ready to relieve present necessity by discounting future in- 
come on any terms, and unable to realize the consequences of obliga- 
tions foolishly contracted, than in an extravagant expenditure and 
misapplication of income.’ To this may be added an honest and 
confiding, rather than vigilant, temperament. A soil yielding but 
one crop, and therefore the whole year’s income at one period, a 
climate so capricious as to preclude at seed-time any safe estimate 
of what the harvest, if there be one, will be worth, and prices 
varying above cent. per cent., as they twice have done in this century, 
might well derange the calculations, and produce the bankruptey, 
even of sober men of business. 

Besides these normal causes conducive to indebtedness, there 
exists a long array of apecia/ ones, some general in their operation, 
others peculiar to the Bombay Presidency or the Deecan alone. 
These I propose to notice in four groups—namely, those increasing 
oredit, diminishing ability to repay, proceeding from the revenue 
system, and comprised in the term ‘arming of the money-lender.’ 

Inereased credit obviously flowed primarily from our establishment 
of a settled government, and the consequent immunity of the ryot 
from being plundered and murdered by hostile armies, or drawn 
from his fields, perhaps killed in battle, on his own side, as also from 
the grosser forms of private crime, <A like effect followed our land- 
settlements. The meaning of the phrase ‘land revenue’ varies 
greatly in different parts of India. In Bombay the State is the land- 
lord, entitled to the entire rent—that is, to the whole net produce 
or surplus after deducting the cost of cultivation and of the subsistence 
of the peasant and his family. ‘The State has no intermidiary or land- 


lord to think of, to whom a certain proportion of the rent must be 


left. It may relinquish to the peasant-eultivator as much or as little 





of the rent as it chooses. The Native governments preceding us 
relinquished but little, and the cultivator was rack-rented. Hence, 


even a small debt pressed heavily, and complaints of indebtedness 
were general when we acquired the country. Gradually we reduced — 
our land-revenue demands, producing immediate relief and reco ges 

fe Cesc aie survey system, founded we 
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upon which to borrow and repay. But we went further than this. 
Under the Native government a cultivator could not, according to 
custom, be ejected as long as he paid the revenue demand; but that 
demand was so high that his right of oceupaney was worth little or 
nothing and was, besides, mostly not recognized as saleable. The land 
was not his tosell, being deemed the property of the State. Wndur our 
settlement, however, ‘this right of conditional occupancy’ (to quote 
Bombay Act 1 of 1565) ‘is declared to be a caleable and transferable 
property.’ Though the land is still termed “Government land,” 
the oceupant has acquired a tenant-right far wider than that of 
Treland, and has virtually become proprietor, while the Government 
retains only a rent charge, variable once in thirty years, within 
certain prescribed limits. The right of property thus granted 
nequired simultaneously a considerable value through the reduction 
of the revenue demand and its invariability for thirty years, The 
gift, intended to enrich the ryot, increased his credit along with 
his means, thus exposing him to the loss, not only of the extra share 
of net produce bestowed, but of the land from which a ljyelibhood had 
hitherto been secure. 


Fast upon these additions to solvency and credit came days of 
brilliant but ephemeral prosperity. Commencing with 1850, railways, 
roads, bridges and other public works poured millions into labourers’ 
hands, while a series of good seasons gave the best encouragement 


+ to agriculture, and brought almost every available acre under the 
* plough, Then came the American war, raising to almost fabulous 
—s rates the prices of cotton and other produce. These circumstances 














—— 
fo thea a double effect: many ryots paid off, or greatly reduced 
their debts : many more, both of these and others, increased their 
— expenses, and some even borrowed largely upon the strength of 
i — incomes which they supposed would last for ever: all 
ned @ higher standard of comfort and new wants, which they 
cou — relinquish with readiness equal to the subsequent 
pid contraction of their means. A _ further expansion of the 
ryot’s: “eredit was induced by greater facility in obtaining loans, 


— reasons. The arming of the money-lender, to which I 
ih —— — frauds and legal recovery of advances — 
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was lent designedly to secure the unwary ryot as a bondslaye 
for ever. 


Diminished ability to repay arose partly from greater pressure 
on the land by the population, which had grown 45 per cent. in the 
thirty years ending with 1875. The proportion of 167 souls per 
square mile becomes extremely heavy after making allowance for 
mountains, forests, &e., and for the defects of the cultivable soil and 
the climate. But even the cultivable area cannot be, on an average, 
as productive asin former days. When only a half of it was culti- 
vated, the best soils were chosen, fallows were readily allowed ; the 
waste land and forest supported cattle freely ; the stable manure was 
sufficient. Now all is reversed. The waste land has disappeared ; 
the cattle and manure are insufficient in proportion; the jungles 
have become reserved forests ; the poor soils reduce the average ; and 
the general result is a lower yield per head for subsistence or repay- 
ment of debt. Again, the ryot’s solvency was reduced by a great 
fall in prices after the close of the American war. Between 1536 
and 1866 prices rose from fifty-six to eighteen seers per rupee : 
between 1866 and 1874 they fell again to fifty seers. With the various 
causes of low prices ; with questions suchas those of the effect of 
levying revenue in money instead of in kind ; of the sufficiency of the 
cireulating medium, or of the action of the so-called ‘Indian tribute,’ I 
am not now concerned ; for our present purpose, to note the fact of the 
fall is sufficient. A series of bad seasons has, likewise, supervened. 
Finally, the effect of an absence of stimulns to exertion in lessening 
ability to repay must not be overlooked. Where the ryot is hope- 
lessly involved, and all produce goes to the creditor, a bare subsistence 






being given back, what inducement can there be to add to the latter's — 
gains? ‘The ryot pays off less; his debt on paper increases, and — 


what more? He thinks it ‘as well to be hung fora sheep as or a 
Be 
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imposed nor contemplated in many of the localities where they occurred, 

Still less can the general indebtedness of the ryot be ascribed to the 

weight of the assessment, whether unrevised or revised, since the 

proportion of the net produce taken is low in itself ; very low for 

a@ fandlord to take ; far lower than that prevailing in ‘alienated’ 

British villages and adjacent foreign States. I am here, of course, 

speaking broadly, irrespective of individual instances ol over-assess- 

ment, which in so vast an undertuking may not improbably have 

occurred. But it seems likely that indebtedness arising mainly from 

other causes, normal or special, may have been aggravated by our 

rigid system. If any considerable increase at a revision were gradu- 

ally worked up to in the course of two to five years, the ryot would 

have time to readjust his expenses to his means instead of being taken 

by surprise, and perhaps driven to the money-lender, Again, if the 

recovery of instalments were more coincident with the time when the 

ryot realizes ou his produce, instead of falling sometimes too early 

and sometimes too late, and so the land-revenue were more in practice 

(what it is in law) a first charge on the latter, much temporary borrow- 

ing, fraud in erediting produce, and eventual Government process for 

reeovery, might be avoided. Some debt, too, may be caused by the 

fear of eviction—a mode of recovering the revenue for which a 

substitute is mach needed. Moreover, though the system of taking 

revenue in kind, besides involving the injustice of assessment on the 

gto4s produce instead of the net, is so open to fraud, when adopted 

on a large scale, as to be impracticable, its object might be attained, 

in localities subject to drought, by such suspension of the revenue 
: demand as to spread over three or four years, according to the seasons, 
the aggregate amount to be recovered in that period. Finally, in 
times of famine, suspension of demand might be systematically 
2 granted, as of late it has been by Sire Ricuarp Trarie, and even total 
=” remission, which is not inconsistent with the Bombay settlements. 
— And, above all, whatever relief is deemed reasonable should be granted 
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sense and equity in practice ; but gradually the system was made 
more regularand rigid. Mountsrt art Ereuisstone'’s Code of 1827, how- 
ever, still contained much of the old leaven, such as arbitration courts, 
usury law and a long limitation for suits. Only gradually did eredi- 
tors perceive and work up to the advantages the law had given them. 
At first the debtors complained of usurious interest only. From 1843 
to 1550 the Court’s influence became rapidly more apparent. Attach- 
ments, and the extortion of new bonds with a premium for forbear- 
ance, increased. From 1550 te 1855 credit and frauds much expan- 
ded. Numerous public officers pointed out the mischief which was 
going on ; none foresaw more clearly than Sin Gronae Wixaats how 


the benefit of his settlement was being turned into wrong channels, or ~ 


pleaded more earnestly, though in vain, for prompt and effective 
remedies, While affairs were in this state, the legislature stepped 
in to aggravate the evil. In 1859 the period of limitation for suits 
was reduced and the first Civil Procedure Code was passed, followed 
by the Stamp Act in 1560. 


The condition then consummated, which has lasted with but 
slight variation for about twenty years, may be thus briefly summa- 
rized as it appears in the Deccan. The procedure is highly elaborate 
and technical ; the penalties for contravention of it, severe, and litiga- 
tion, dangerous without the guidance of a pleader, whose services are 
costly and interests often at variance with those of bis client. The 
procedure is the same for a debt of Rs. 5 and Rs, 5,000, except in 
the rare instances where Small Cause Courts are established. Stamp 
and court expenses have nearly doubled. Arbitration has been gradu- 
ally shouldered out, partly by the superior prestige of the Courts, 


partly by the stamp-duties, partly by its disadvantages for the money- 
lender, Suits may be heard ex parte in the absence of the defendant, 


and are found to be so, in the four Devean districts, in above half 
Great weight is attached by the Courts to bonds, and 


of the cases. 
they are therefore largely, almost exclusively, depended on. However — 
fraudulent, extortionate or in excess of consideration a bond may be, the — 
burden of proof lies on the debtor, and in practice his defence is generally — 
—— —— on a deeree —— — out of | court were 
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; subjected the debtor to compound interest, frequent suite, extra cost 
f and a vast increase of his liabilities. The power of obtaining arrest 

and imprisonment gives the creditor the means of extorting almost 


any terms for his forbearanwe in exercising it, Of all the Wea pons 
he has obtained, this has been proved to be the most misused. 
The power of sale in execution extended, till 1877, to every- 
thing the debtor possessed : since then certain bare necessaries 
have alone been exempted. Land remains saleable, whether ances- 
tral or acquired, subject to certain provisions for saving it analogous 
to an e/egif, which have hitherto proved inoperative, but are now 
being, amended. Of all sales it is a characteristic that the pro- 
perty, through technical difficulties, constantly goes for a mere 
song, and the creditor is the purchaser. Deerees were, till 1577, 
interminable, and the Commission found numbers to be of twenty 
years’ standing. Now they may be executed for twelve years. A 
Sub-judge mentions one executed wive times. Lf the persecuted debtor 
turned towards the law of insolveucy, he, till quite recently, found it 
little more than a name. Until actually arrested or in jail, he could 
not resort to it at all; and whether, after doing so, he eseaped its 


\e pitfalls and two years’ imprisonment or not, his subsequently acquired 
property and earnings were liable (unless his debt was under Rs. 100 

and the judge chose to discharge him) until the last pice due, with 

ye interest, had been repaid. Finally, the increase of work entailed 
*8 delay, with loss of time anil money, in the dixposal of cases, while 
liz, financial reasons led to reduction in the numbers of the Courts, and 
i * consequently to their greater remoteness from the ryot’s home. And 






all this is the more important, in that a vast increase of litigation 
has followed the new law, so that in 1876 there were 37,125 suits, 
— in 1875 (after the famine) 27,577, disposed of in our four districts 


* —— the change of relations thus gradually brought 
Pied out by the law will be seen to have been all one way in favour of 
the par Dg the toe intelligence and money, Even of old, 
the superio ity of the money-lender over the ryot was considerable, 
though the ne —— —— bat by the law this 
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vast increase of litigation just mentioned ; by the evidence of judicial 
and revenue officers and of numberless debtors ; by the seratiny of 
accounts by the Commission, and by the use in 1574 of some 150 00 
Warrants as threats only. The general result is that through these 
andue powers the ryot is enslaved by a vast amount of debt, which 
has been much enhanced by our legal system, and in part was never 
incurred by him at all. In concluding this sketch, it seems scarcely 
necessary forme to add that the law, and not the Judges, are to 
blame. Some of the most valuable proofs of the defects of the former 
are derived from judicial officers, Native as well as European; and I 
fully agree with Mu. Aveoxuaxp Convex that it is | very much to the 
credit of the subordinate judicial administration that it has — — 
itself so clearly as to the position which it is compelled to occupy.” 


Having thus enumerated the various causes of the rvot's 
indebtedness, I will briefly classify them according to the possibility 
or expediency of remedial measures. As causes regarding which 
little or no special action is practicable we may put down all normal 
ones, Ignorance, unprovidence and extravagant ceremonial or social 
expenditure can never be eradicated from the world, either in the 
Decean or elsewhere, though time, experience and education may 
reduce their strength, An agricultural ‘population everywhere is 
comparatively ignorant; they are found so even in England under a 
compulsory educational system, much more in India, where compulsion 
cannot be thought of. But village-schools are exceptionally numerous 
and efficient in the Bombay Presidency; cultivators’ children form 
21 per cent. of the pupils, and we may hope for gradual improvement 
in this respect. Comparative poverty must continue the lot of a 
peasant-proprietary whose soil is poor and climate capricious. Periodi- 
cal absorption of savings by famine can, at least, be only diminished 
in degree by palliatives of partial applicability, such as forest 
conservancy, railways and irrigation, which, under Sin Ricwanp 
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to stimulate exertion, and the lowering of it so as to pay private debte 


at the expense of the community in general, are equally out of the 
question. 


Respecting the remaining causes, action, either exeontive or 
legislative, seems open tons. Freenfire/y, some little might probably 
he done to relieve pressure of population by favouring emigration to 
other districts. Then, thongh the idea of Government Agricultural 
Banks appears tome to be unsound in theory and unworkable in 
practice, the opening of local loans in small amounts, as in France, 
might offer to bankers an alternative for indiscriminate lending on 
usury, and to cultivators an investment preferable to ornaments. The 
system of advances by Government for land improvement, also, might 
be simplified. Again, relief might be afforded by modifying, in the 
directions I have already indicated, the mode in which our land-revenue 
demand is imposed and levied. Stamp and process feex and éuffa seem 
also capable of revision. Finally, there are exchange and cognate 
financial questions, But I must not dilate upon these executive 
remedies, which are beyond the sphere of this Council. [ have 
ih - touched on them merely in order to show that I am not so simple as to 
suppose that all the ryot’s difliculties will be removed by the passing 

of the Bill before us, Legiatative/y, what we can do, what is proved 
os by over-whelming evidence to be the thing required, what we un- 
doubtedly ought to do, promptly and effectively, is to restore, as far as 
may be, the rude balance between debtor and creditor, which has been 
disturbed by our own legal institations. We may take back many 
of the weapons inconsiderately placed in the money-lender’s hand and 
_ shown to have been misused ; we may check the undue credit arising 
from unjustifiable facilities for reeovery ; we may increase ability to 
repay by removing discouragements to industry; we may obey the 
_ long-neglected proverbial mandate to hear both parties; we may 
 mubstitute for the blind and ruthless operation of legal machinery the 

F it t dispensation of justice between man and man. 
Se eee! to a fuller definition of the principles upon which 
ee — rest, and to a detailed explanation of the 
; * be instructive to survey, briefly, the telations of 
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of State dated December 26th, 1575, which has recently become 
public. - 


‘Under Native Governments, it seems no hexistance was, ordinarily, afforded by 
the State toa creditor for the recovery of his debts. No Court of Justice was open 
to him, and he was left to his own devices to extort what was duc, Government wink- 
ing at very forcible measures that were occasionally employed, The result wae not 
#0 bad as might have been expected. It speaks well for the onational character that 
contracts were rarely repodiated. And the Commissioners observe that in these pire. 
ceedings honesty was the best policy for the rvot, and caution was a neoensity to the 
money-lender.” 

In order to state correctly the present practice in Native States, 
I have made special enquiries in four cases, As to Hyderabad, Hs 
Excectency Sin Sacan June has favoured me, through the Resident, 
Sin Ricusaro Meape, with a valuable memorandum and summary of 
regulations. From Bhannagar, a large State in Kathiawar, which 
was, till lately, under joint-administrators, English and Native, during 
the minority of the Thakur, and of which a graphic account by Srp 
Davin We EDDERUEN appeared last year in the Forlnight/y Reriew, 
I obtained a note “through Mu. Peretvar, The system in Morvi, 
another Kathiawar State, is described in communications from the 
administrator, Max. Suamancrnasap, who wasa member of the Decean 
Riots Commission. About Baroda full information is forthcoming in 
the administration reports of Sin T. Mapuava Rao and letters of some 
private Native friends I have there. In all these States, civil suits 
for debt are comparatively rare. The limitation period, where there 
is any definitely laid down, is twelve and six years. The Hindu rule 
of dam-dupat, or disallowance of interest at any time in excess of the 








principal, is observed in Baroda, Bhaunagar and Morvi, In 9 
Hyderabad usurious interest is summarily cut down to a reas ; 22 
rate. Imprisonment for debt is not allowed in Morvi, nor, apparently, —— 


in Bhaunagar. In Baroda it is forbidden J——— during the 
cultivating seasons, and very spetingly used at other fimor * 
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and cattle necessary for cultivation, cooking utensils and clothes indis- 
pensable for daily use, ‘the ornaments which a married woman must 
have on her person as long as her husband is alive’ (even if not hers, 
but her husband's), and two months’ corn for the ryot and his 
family are all exempt. In Bhaunagar only agricultural stock and 
implements in excess of what is neccesary for cultivation, as also 
the produce, may be sold; and in Morvi the rule seems much the 
same. In Hyderabad the reservations embrace cattle and implements 
necessary for agriculture, seed-grain for the next season, grain for 
subsistence for six months, and necessary apparel and cooking 
ntensils. In all the States the fixing of instalments is common, and, 
whatever may be the standard rules promulgated through a desire to 
imitate our judicial institutions and to obtain eredit for well-organized 
government, a summary inquiry into the facts of the case, with 
scrutiny of accounts, and a more or less rough-and-ready adaptation 
of the creditor’s demands to the debtor’s means, appear to be the 
practice. This practice, being supported by popular opinion, is 
probably less affected in individual cases by corruption, partiality or 
oppression than might on general grounds be expected. Having 
held for many years intimate relations, official and otherwise, with 
Native States, which in, Bombay form one-third of the Presidency, 
I can say with confidence that, making due allowance for the growing 
mischievous tendency to copy the British system blindly, the pictare 
just presented is, on the whole, fairly typical of them all. 
bee ‘This picture may, at first sight, seem to exhibit conditions ander 
— which either the ryot can get no credit or the money-lender no 
“a returns. As a matter of fact, however, neither result oceurs, because 
sky > : all the parties concerned—debtors, creditors and rulers—thoroughly 
rT. 2* understand the limits to their several action which are essential to 
_  ——s their several ends. No doubt the ryot has a hand-to-mouth sort of 
9 Pony - existence ; but even thie is endurable, combined with immunity from 
ae _ eviction. I have come upon a passage in Sim T. Mavnava Rao’s 
* — —* tration Report of the Baroda State for 1875-76 so ably 
dese the position that I must ask leave to quote it at 
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pass, but effectually to arrest mutual injuries, The ryot here can never, ow o rule, 
altogether dispense with the services of the sowker,; for the renaone are not so 
regular nor are the means of irrigation so extensive as to ensure equability or 
constancy of production, Agnin, the land-tax is in most cases fixed, anil absorbs a 
considerable proportion of the prodace; and, again, the fwices of produce fluctante, 
changing the incidence of the tax on the produce from year to year. In other werde, 
while the outturn of the land is nscessarily varying, the rvot has to pay « fixed and 
considerable tax, which must. come from the Iand. In other worls, again, the 
exchequer has to draw a constant and continuous stream out of a fitful supply. The 
sowkar by his interposition meets the mochwnicnl necessity of the problem. He fs 
the receiver of the fitful supply, and enables the ryot to pay the verkar equably. He 
often performs another useful fanetion, namely, he ensbles the ryot also to draw fiom 
that fitful «upply an equable subsistence for himself and family, Tt is thos to him 
that both rarker and ryot are indebted for equalising to exch, their annual receipts 
from o fluctuating source. He, therefore, fulfilewery beneficial duties, and deserves 
to be conserved as an almost indispensable part of the rural organization. At the 
samo time, wo are bound to seo that he doow not override the interest of the ryots. 
Let the Civil Courts enable the sowkar to recover his juat claima from the rvota Eut 
the Courts should not permit the sowker to prees the ryots to the po'nt of crushing. 
This point should be well defined and ever kept in view. No process of the Corris 
should, without the concurrence of the revenue-officers of the serker, deprive the 
ryot of his land of his agricultural cattle and implements to the extent necessary for 
the cultivation of that land, of his cottage, and of food and raiment according to the 
necessity of himself and family. These shoold be left to the ryot, and, as a general 
rule, placed beyond the grasp of the sowkar, It should be nnderatood that the first 
demand on the prodoce of the land is that on account Of the serker tox; the next is 
that on account of the subsistence of the ryot and his family; and the lust is that on 
account of the debt due to the scwter, The surplus which moy be forthcoming in 
good sensons ofter meeting the firet two demands may be made availakle to the 
rowkar for the recovery of his advances made to or for the ryot in bad seasons, This 
being understood, the sowkar will onsily limit his advances to the prospects of such 
recarring surplis, and will not go beyond, This principle of adjustment may be 
expected to work well and to the advantage of all the parties concerned, provided 
that the land-tax is not so excessive aa to trench upon the subsistence of the ryot and 
the remuneration of the sowker in an average year, Asa rule, the principle fs nm 
novel in Native States, and has been long in operation, more or less, Our new 
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the village shop-keeper and money-lender, he enables the peasantry to derive fall 
benefit from a good season, and to moderate the recurring tlisusters of droaght and 
flood, Without his aid the rent would not be realized. His fonctions in normal 
times aro most important, bat in the abnormal times of famine they are indispen- 
sable, Then the banker and shop-keepor is stimalated to double activity in both 
capacities, He advances from hia stores, food, seed, stock, and even money to the 
peasantry, who can offer nothing bat their credit in retarn. By relivving the better 
classes of the community ho lessens the pressore on the public puree, Bat he docs 
more than this, © © © Experience hie proved the advantnge of leaving the 
transport and distribution of foot-«eupplica to private trade, © © © It is the 
sowker who spans the golf which separates want from plenty, and fulfils the fanetions 
of distribution which no State agency con perform ! 

The problem before us is how to keep the money-lender in his 
place, to encourage snd enpport him in all ureful functions, but to 
restrain him, as he is restrained in Native States, from becoming the 
enemy and oppressor of the poor. ‘The leading principles of our new 
measure, then, should be to give both sides fair play, instead of setting 
the two classes by the ears; to diminish the risks of fraud in 
borrowing and extortion in repaying; to diminish the risks of loss 
in lending and excessive delay in recovery ; to obliterate.any stigma 
resting on our judicial institutions. We must foster due credit, check 
that which is undue, and allow free scope to all civilising processes 
and healthy relations between capital and labour. We must hold 
the ryot responsible in our Courts for what he has really borrowed, 
‘not for what he has not, and make him repay by his own exertions all 
that he reasonably can repay, not sect him free, by sudden, one-sided 
or “heroic’ remedies, to enter on a fresh career of indebtedness. In 

: _ short, we must see the parties os they really are, in a condition of 
9 Oriental, not of European, civilization, and deal with them by the 
—— Indian 


4 dian experience of success in past generations and failure in the 
| agit 






resent, rather than by the intrusion per su/fvm of alien institutions 
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The first object aimed at is to establish precautions against 
fraud by either debtor or creditor in their original transactions 
with each other, and so keep them on good terms and out of 
Court, as far as possible. The Commission thus enumerate the 
chief frauds which are practised — 


By creditors : (1) forging bonds ; (2) withholding the considera- 
tion mentioned in bond ; (3) obtaining new bonds 
in satisfaction of old bonds and of decrees, and 
nevertheless enforcing the latter; (4) not giving 
credit for payments; (5) refusing to explain or 
wrongly representing their accounts to debtors. 

By debtors : (6) tendering in evidence false receipts and false 
evidence of alleged payments; (7) pleading that 
bonds are false when they are really genuine. 


* * a 


The next .step contemplated is that, whenever serious 
misunderstanding unfortunately arises between money-lender and 
ryot, either party should be able to resort to a friendly non- 
judicial authority bound to use his best offices to reconcile the 
two, and that no litigation should be commenced without a certificate 
from the Conciliator (as the authority constituted by chapter VI 
will be termed) that his endeavours in this behalf have failed. 
Such Courts of Conciliation were advocated by Sin Joun Srracuey 
just twenty years ago,and by Mr. Cust in 1870 in the Ca/lenffa 
Rertew, On the present oceasion, their success in France was 
brought forward last year by Sim Enskine Peary in some Notes 
which have been published in India; and the subject is suggested 
for consideration in the Secretary of State’s despatch already 
referred to. For details of the French system, derived from personal 
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Closely connected with the subject of conciliation is that of 
Panchayats, or arbitration by non-official persons or bodies, such as 
the Poona Arbitration Court, and of incorporating such arbitration, 
with more.or less assistance and — into our judicial system. 
The question isa difficult one in some aspects. All that Iam now 
able to say is that it is under careful consideration. * * * 


Supposing that, notwithstanding all the preceding  pre- 

cautions, the dispute unfortunately develops into litigation, the 

Bill next endeavours to place the Courts of law within easier dis- 

tance from the homes of the people, atid to make them more absolute, 

less technical, less dilatory and less expensive. I may here 

mention that, out of 4,650 villages in our four distriets, only 

20 per cent. are now within ten miles of their Courts ; 35 per cent. 

are from ten to twenty miles off ; 24 per cent, from twenty to 

thirty miles; and 12 per cent. between thirty and sixty miles— 

distances which, in the absence of railways, represent a consider- 

able inconvenience and loss of time to those obliged to attend. 

In pursuance of the objects just named, chapter V empowers the 

Local Government to appoint any Patel of a village whom it deems 
competent to be village-munsif for his own village, or, if desired, 

* for other villages also within a radius of two miles. The munsif’s 


* jurisdiction will be limited to suits for money not exceeding ten 
e rupees, and will generally follow the model of the Madras village- 


munsifs system, constituted under Madras Regulation 4 of 1816, 
except that the munsif will not have, as there, a further jurisdic- 
tion, hy consent of parties, extending up to Rs, 100. The munsif’s 
‘decision will be final, except in case of corruption, gross partia- 
lity or misconduct proved before the special Judge, to whom I will 
‘presently refer. This Madras system is well worthy of attention. 
Tt is a remarkable fact that these munsifs dispose of nearly one- 
ri fount of the whole civil litigation of the Presidency. In other 
* pha 45,000 suits, for which the people in Bombay might: be 
¢ o our regular Courts, with all their attendant delay, cost 
4 , are in Madras quietly disposed of at tion abel 
own ho omer p telshout any. Gon of thene evile, Nearly the whole.of these 
ui —— fo mr — ——— Rs. 20, and nearly half for Rs. 5 
id under ; but aria ——— many of them are for 
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by the name of ‘suits’ are so petty, that in Bombay they are 
never brought toa regular Court at all ; but the general statistics 
do not bear this out, os in the Bombay mefassal in 1877 there were 
144,412 suits ton population of 154 millions, while in Madras there 
were only 100,290 to above $1 millions. Again, I understand from 
Mr. Canmicuar., Member of Council at Madms, who has kindly given 
me much information, that the bulk of them are not between usurers 
and ryots. But the fet remains that a very inferior agency can 
dispose successfully, without appeal, of suits not Jower in value, 
though differing somewhat in nature, from those with which we have 
todeal. Although, however, village-munsifs may thus be a fairly 
efficient institution in Madms, where they sre a survival of 
ancient times, and where society is still in a comparatively simple 
state, it would be impossible at the present day to constitute them 
by law throughout all villages or village-circles in our Deccan 
districts. The people are now too independent, too active-minded, 
F too irreverent to accept implicitly the decision of village seniors 
#s such, or, ps a native newspaper puts it, ‘in the present times 
of freedom and liberty, when even children do not obey their parents, 
the village headmen have no authority and influence.’ Even if we, in 
Bombay, could successfully impose on our hard-worked and ill-paid 
patels this, to them, novel function, there is the further diffi- 
. culty in their case that the bulk of our petty suits are brought by 
f : money-lenders, with whom the pafe/ would too often be, by want of 
* education or by absolute interest, unqualified to cope. Our 
advanced conditions postulate a more skilled judicature, better 
Judges, and, consequently, fewer of them ; and these the Government 
must in the main provide. At thesame time, there can be no harm 
in taking advantage of the present opportunity to empower the 
Government to invest with petty jurisdiction up to Rs. 10 any village” 
patels whom it may here and. there find to be qualified by education. 
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to them from the people’s homes; but this, being an executive 

measure, needs not to be provided for in the Bill. Their powers 

will, moreover, be considerably increased. By chapter IL of the 

Bill, all subordinate Judges in the four districts will be invested 

with what are termed small-cause-court powers, but enlarged so as 

to include mortgage-cases of the class in which agriculturists are so 

commonly involved, And by chapter IV they will all receive jurisdic. 

tion in insolvency. The question of how far the summary jurisdiction, 

not open to appeal, which the small-csuse-court model implies, might 

safely be entrusted to the two classes of subordinate Judyve, has re- 

ceived -careful consideration in connection with the opinion of the 

Secretary of State in paragraph 34 of the despatch: ‘I am_ inelined 

to think that the principle of summary jurisdiction without appeal 

might be conferred experimentally on all civil Judges in the Decean 

with great benefit.’ It is considered that such jurisdiction may be 

— conferred on the first class subordinate Judges up to the full limit 
. allowed in the Mofassal Small-Cause-Courts Act, namely Rs. 500, 
and on the second cliss subordinate Julges up to Rs. 1000 absolutely, 
and up to Rs. 500 by consent of the parties (on the analogy of the 
J higher jurisdietion of village-munsifs in Madras). But three special 
ta as safeguards are proposed in chapter VII. Firatly, tuspection, A 
special Judge will be appointed to inspect, supervise and control 
the proceedings of the subordinate Judges, munsifs and conciliators 
under the Act in all the four districts, and see its new principles and 
5 policy effectively carried out. The special Judge will be aided, in 
— each pair of the four districts, by a special assistant Judge or sub- 
ordinate Judge, who will during the greater part of the year be 
engaged in travelling about, inspecting and supervising all sub- 
ordinate Courts. In Bombay the Collector and his assistants similar- 
* move about, inspecting and controlling the revenue and magisterial 
— stration, mixing with the people, and, in particular, examining 
“the civil work done by wam/utdars. — experience has proved 
“aR h e system produces excellent results. Secowdly, revision, ‘The 
Pp ee: oof revision * in the High Court by section 622 of the 
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same section will remain intact. TAird/y, sitting ‘in danco,’ The special 
Judge and the assistants with his authorization are enabled to stay the 
proceedings in any case pending in a subordinate Court, and to sit with 
the Judge as a Bench to try it. The power of withdrawing a case and 
trying it himself, or transferring it to another Court, which the district 
Judge possesses under section 25 of the Code of Civil Procedure, will 
also be exercised by the special Judge, and by his assistants with his 
authorization, These provisions will enable important cases to be tried by 
superior officers or a Bench, and promote that exercise by such officers 
of their personal example, and that enlargement of their practical 
experience, which are thonght so desirable by the Secretary of State. 


In concluding this part of the subject, I should explain that the 
amended jurisdiction will, for convenience’ sake, supersede altogether 
that under the Mofassal Small-Cause-Courts Act, and thus litigants 
who are not agriculturists will, in money cases, obtain throughout the 
four districts the special advantages designed forthe latter. Also 
no special provision is made for subordinate Judges moving about 
and sitting at different places, becanse they can be required to do 
so under the existing law. 


The procedure followed by the Courts under their new jurisdiction 
will be pretty nearly that of Small-Cause-Courts, which again differs 
but little, exeept as to recording evidence at length, from that of the 
Code of the Civil Procedure. One exception, however, is so import- 
ant as to require special mention. The Commission pointed out that 
the proportion of cases decided in Bombay er parte, or in the absence 
of the defendant, vastly exceeded that in any other part of India. 
In the four districts the proportion ranged in 1876 from 60 to 74 
per cent., and last year from 57 to 66 percent. This has been 
ascribed to a variety of causes, of which the chief probably are ignor- 
ance of the ryot that he has a defence, want of means to pay a 
pleader, conviction that the Court, for want of time or other reasons, 





will not go into the merits of his case or look behind the bond, fear 


of irritating his creditor by a defence or frandulent non-service of 
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that obligation can seareely ever be successfully performed in his 
absence and without his help; and it is therefore considered indis- 
pensable to make it incumbent on the Court ordinarily to exercise, 
in all cases of a defendant's non-appearance, the power of compelling 
him to attend, now vested in it by the Code for exceptional use, 
Compulsory attendance will meet the other two causes of absence 
above mentioned, Any hardship which it might be supposed to in- 
= volve will be more than balanced by the consequent better hearing 


of the case, and will, moreover, be much lessened hy the proposed 


bringing of the Court nearer to the debtor's home. 


Closely connected with the question of procedure is that of how 

i far effect should be given to the suggestion of the Secretary of State 

that possibly it would be desirable to exclude professional pleaders 

| from the ‘courts with summary jurisdiction and without appeal up 
7 to a limited amount’ which he desires. Upon this point we have 
, two precedents. The French Code excludes all skilled advocacy from 
the Courts of the Juges de Pair, whether in conciliation or trial of 


| suits, in the following most stringent terms :— . 

ry <,, 

* ‘Aucnns pvroues, grefficrs, huiesiers et ci-devant hommes de lof on procurenra ne 
* pourront representer les parties aux bureaux de paix,’ 


The Madras Regulation for village-munsifs excludes professionals, 

but allows the deputation of a-relative, servant or dependant—so that 
for instance, a sowstar could send his gomashts, and a ryot could send 
or bring with him a clever son or nephew, edueated in a Government 
school. It may be true that where a case, involving even a moder- 
ateoe amount, is intricate, owing to mortgages or other exceptional 
ss @ireumstances, a competent pleader may be of much use both to the 
_-—s parties and the Court. On the other hand, it must be admitted that 
a _~pleader is a weapon at the command of the rich alone (one subordi- 
hate Judge even states that a pleader who often took ryot’s cases 
_ ‘would lose his best customers) ; that in simple suits a pleader can often 
ade nothing of value to what is in evidence, but only wastes time 
and ir tre duces confusion; and that the presence of pleaders pre-dis- 
: po 8 some Juilges to decide on what counsel put before them instead 
lerations, the draft Bill follows the Madms law in excluding 
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fees from the costs awarded in cases before a subordinate Judge not 
exceeding Rs. 100, unless the Court certifies that professional assis- 
tance was necessary to the proper conduct of the case. The appoint- 
ment of a pleader by the Court in cases where the debtor needs 
counsel but cannot obtain it, is also provided for, This has been 
suggested in several quarters, and seems reasonable, 

I must here venture to express my regret that a material simplifien- 
tion of the civil procedure with a view to saving delay and expense has 
not been found to be feasible. I see from official returns that in the 
Bombay Presidency in 1877, the average duration of uncontested 
suits was 152 days, and of contested suits 272. It is no doubt true 
that the intricacy of a suit has no necessary connection with the amount 
in issue, and that a mortgage for Rs. 50 may present the same 
features as one for Res. 5,000; and it may be argued with much show 
of reason that a Procedure Code should provide for all possible cir- 
cumstances, and be of general applicaction. At the same time, 
looking to the fact that, out of about fourteen hundred thousand civil 
suits of all kinds disposed of annually by the Courts of all grades in 
British India, some twelve hundred thousand, or 85 per cent., are 
for sums under Res. 100, and six hundred and thirty thousand, or 44 
per cent. for sums less than Rs. 20, [cannot but feel, and I think 
the people feel too, that our Civil Procedure Code, with its six 
hundred and fifty sections and all that they involve, is in minor cases 
a burden almost too heavy to be borne. I trust the day may come 


when not only Deccan ryots but all India will obtain some relief 7 * 
in this respect. an 
Having thus noticed the proposed reorganization of the Courts, ye 


is. I proceed to explain some important changes contemplated in the bi 
















substantive law which they administer. These group themselves oa hs 
F _ round two main heads—the definition of a debtor's liability and the J 
—* mode and extent of its enforcement. 

34 A court proceeding to determine the amount of a debtor's 

‘eS liability is met tm /imine (in our four districts at any rate) Le 


the undenjable fact that, as Mn. Pepper expresses it, ‘the pa 
of a bond by a native of India is —— 
of a debt he thereby — — —— confession by a 
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their bonds are mostly no correct representation of actual transac- 
tions, In close connection with this difficulty about bonds is 
that of usurious and of compound interest, whether only levied 
in the account, or also provided for in the bond. That the money- 
lenders do obtain bonds on false pretences ; enter in them sums 
larger than agreed upon ; deduct extortionate premiums ; give no 
receipts for payments and then deny them ; credit produce at 
fraudulent prices ; retain liquidated bonds and sue on them; use 
threats and warrants of imprisonment to extort fresh bonds for sums 
not advanced ; charge interest unstipulated for, over-caleulated, 
orin contravention of Hindu law, and commit a score of other 
rogueries—these are facts proved by evidence so overwhelming 
that [ scarcely know whose to quote out of the five volumes compo- 
sing the Report of the Commission. Hence arises the question 


‘whether, as the Secretary of State expresses it, ‘the Courts should 


be obliged to enter into the merits of every money-chim, whether 
for principal or interest, as they deemed just, and should in no case 
give — interest, or a larger amount of interest than the 
principal sum.’ 


' The answer in the affirmative has been maintained, in 
Various quarters of not inconsiderable authority, to be in accor- 
dance with sound general principles of equity. Sim Amruvn Hossovse, 


in # note on the execution-sale of land dated April 28th, 


1874, when alluding to some remarks by ‘@ man like Sin Jonx 


 Sreacuey, who treats the subject with equal sobriety and ability,’ 


continues — 


‘From my poiut of view, I say that, if what he has said, or the major part of it, 
be now trao, it can only be met by a large increase of correctional power over 
c ote to bo vested in judicial tribunals and strengthened by a usury law. In 
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Sin Grorge Wincarn wrote thus in 1852 :— 


‘It remains to be shown how it iv that the creditor in our Provinces hus acquired 
a degree of power over his debtor which tx wholly unknown in native States, This 
power, it is clear io me has been conferred by our lows, which onable the creditor to 
obtain a decree against a debtor for whatever may be written in hie bond, and 
enforcement of that decree by the attachment and sale of whatever property, 
movable or immovable, his debtor may possess or acquire, © © © ‘The Grat 
remedy I have to suggest is as follows, © © The ennectment of a law to pormit 
the Court to decree in all cases, on equitable consideration, whatover rate of intoreat 
it may deem proper, bat that in no caso shall the total amount of interest exceed 
the principal: and that the Court «hall also in all cases be at liberty to fix the 
amountof the principal on eqaitable considerations with reference to the amount 
which it may consider to have been setually received by the debtor, and irrespective 
of the aum entered iu the bond or acknowledgment of the debt.’ 


Mx. Pepprr says :-— 


A bond should not be considered sufficient proof of o debt unless its antecedents J 
will bear the light, and show that the consideration for which it was passed was a 
fair as well as an actaal one. ° : ~ J ° e 


It appears to me that rome limitation of the rate of interest and some restriction 


on grosly unfair stipulations in contracts, ms contrary to justice and public policy, 
are practicable and expedient.’ 


From The Land and the Law,’ a well-known pamphlet by the 
Hon’stez Mu. Justice West, of the Bombay High Court, I take 
the following excerpts :— 


lf, on the one hand, therefore, the State must needs lond its aid to the creditor 

sa an esen‘ial condition of material progress, it muat, on the other hand, assign 

bounds and conditions to this aid, withont which it will probably become an inatra- 

ment of social and political mischief, Particular classes in England supposed to be 

specially subject to imposition or unfair usage,—as seamen and mincra—are protected 

against disadvantageous bargsine. The truth, is recognised and acted on that there | 

is no real equality, even of the rozghest kind, between them and their employers, — 
Still lees can such an equality be assumed with safety ina community split up into : 
J fections, divided by the impassable barricrs of caste and hereditary occupations. 
| The extremes of astuteness and gullibility are thas fostered and bronght into —s 
— contact. © * © At an earlier stage, borrowing at interest in England, as elee- ea 
F: Se wt cong a ts Teas Se cone dnd ale boaak ee we — 
tow who will deny hat the India wo hare to deal with is mach more like — — 
earlier England than the England of today. In the case of all 7 — 
Palof not more than Ra. 500, the Court — —— at any 
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But upon this subject not only opinion but precedent are forth- 
coming. Of the manner in which our Government, a few years ago, 
deemed it necessary to protect the ryot we have a striking instance 
in w clause (still unrepealed) of the Bombay Regulation of 1827. It 
runs thus ;— 


Clause 2.—And in the case of « cultivator of the soil sued jon « written 
acknowledgment executed ata place which was not at the time of such execution 
untlor British jurisdiction, if the circumstances are ench as to convince the Court 
that the creditor might reasounbly be expected to posseas other proof of the emount 
besides such written acknowledgment (the consideration received for the same being 
contested), then the anid writing shall mot be held conclusive as to the amount, 
whether the defendant prove « deticiency in the consideration or not, bet the Court 
shall pass a decree for only such amount as the claimant may otherwise prove to be 
due, 


: The law which preceded it, Regulation | of 1525, was even more 
explicit ; 

Section 36.—Whenever a cultivator of the soll is swed upon an acknowledgment 

in writing executed by him before the territory, where it was executed, came into the 


. possession of the British Government, it shall be competent fur hits to plead that be 
t did not receive a full consideration for the same, whereapon the plaintiff shall be 


4 required to prove his debt in the same manner as if no acknowledgment had been 
y executed; and such eum only asin the circumstances of the case t= juet autl eqquit- 
—* able shall be allowed in the decree, 

Py The wisdom of our early legislators in thus dealing with the facts 


: around them was greater than their foresight, which led them to hope 
7% that with the planting of the British flag, and the establishment of 
‘a regular system for administering justice’ the causes would pass 
a away by which ‘cultivators were easily induced to grant written 


_ s obligations for larger sums than were due.’ 
_.\ ‘What the Bombay Government of Sim Ricuarp Treurre have from 
_ the first substantially advocated, and what we really need, is 
J ‘something approaching to a restoration of this early law, together 
with: power to eut down unreasonable interest. The Court should 
* eet itsclf to do substantial justice in every case which came before 
ose it —— of being satisfied with the letter of a bond, or the bald 
rtions of either party; and it should, of its own motion, make 
ucl — ry as it found necessary fo this end. On the one hand, 
* le denial of should nob throw the burden of proof 
— p —— on the ee tm wore oe 
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draw its owa conclusions against him* accordingly. If he did not 
come into Court with clean hands, he would be entitled to little 
consideration, The Court should not go further in any ease or against 
either side than sufficed to get at the truth of the matter, and to 
give an equitable decision. There appears no reason to fear that 
such an exercise of its discretion by the Court would be either 
unfair to the creditor or demoralizing to the debtor. ‘The objec- 
tions to usury-laws are well-known and so cogent that only special 
circumstances can justify special legislation. Even a maximum 
legal rate of interest, however, had this advantage that, as Mra. Wesr 
says, “it set up a standard, and gave fixity to men’s vague ideas of 
what might reasonably be asked for the use of money in those 
numerous cases in which the loan partook but slightly of the charme- 
ter of a true mercantile transaction.” Where the rate of interest is 
regulated by the ordinary laws of supply and demand, -interference is 
indefensible, unless, as in the case of interest after decree, the security 
be changed. But where, as Sin Joun Sreacuey has said, ‘ the condi- 
tions depend more upon the degree of simplicity in the borrower, and 
of rapacity in the lender, than on anything else,’ no such respect 
need be paid to them—the less so that with Hindus we have the 
support of the law of dam-dapat, and that the security will be greatly 
increased by the provisions for recovery to be mentioned shortly. 
It has been urged and with some truth, that.there is nothmg in the 
present law to prevent such enquiry and doing of substantial justice ; 
that certain rulings of the Bombay and other High Courts are sugges- 
tive of this course and support daw-dupat, and that the provisions 
of the Contract Act as to undue influence are very wide. But, 
however this may be, the practice of the lower Courts is usually differ- 
ent, and there are good reasons to fear that, unless their duty in this 
ae be clearly expressed in the law, ignorance of rulings, press 
of work, indolence or a desire to get through cases rapidly, will, as 
hitherto, tend to prevent its performance. It may be pointed out 
finally, that Lono Cransnoox, besides confirming the sanction given by 
Lorp Sauispury to the introduction of the Bombay draft Bill conta 
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take place under the Act. The history and merits of disputed or 
doubtful cases will be enquired into, and an account will be taken int 
a certain way if the Court considers the agreement not fair and 
equitable. Whether these sections express intelligibly, or will sccure 
effectively, the action needed, seems doubtful; buat they can perhaps 
be improved in Seleet Committee. Regarding this safeguard and } 
those of registration and accounts already explained, I should perhaps 
observe that any ingenious person can imagine methods by which 
debtor and creditor in collusion may evade them. But the «ame may 
be said of many other most beneficial enactments. We can only help 
those who will help themselves; and I believe a large proportion of 
our Deccan peasantry will take heart of grace to do so. 
A second important question affecting the determination of the 
amount of the debtor’s liability is that of the period of limitation. 
The old law of Bombay (Regulation 5 of 1827, sections 3 and 4) fixed 
twelve years in the case of debts supported by a bond, and six years 
in the case debts not so supported, as the periods within which civil 
suits for recovery must be brought respectively. By Act 14 of 
1559 these periods were reduced to six and three years respectively, 
with the further restriction that a debt supported by written con- 
tract was to come under the three years’ period, unless it was 
registered. This is the present law, Acts 9 of 1871, and 15 of 1877 
having made no material change. There is an almost universal 
: Consensus of opimion that, as the Commission say, ‘the reduction 
> in the periods of limitation has been the cause of considerable 
hardship to the debtor.’ Under the old Jaw, the debtor was 
rarely sued or called upon to renew the bond till near the expiration 
of the twelve years, and then he was, at most, sued under the 
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Rs. 1,139! That these results are actually enforced in practice 
is amply proved by the evidence taken by the Commission, from 
which Mr. Pepper (in an interesting article in The Nineteenth Century 
for September 1877) gives a few illustrations. In short, the debtor 
thus suffers the cost of writing and stamping a new bond ; is charged 
compound interest instead of simple; often has to bear the expenses 
of a suit; and, finally, is frequently obliged also to submit toa 
large nominal increase of the principal, as the price of the ereditor’s 
forbearing to sell him entirely up, or to have him arrested and 
imprisoned, Itis perhaps unnecessary for me to quote numerous 
authorities at length to prove these general results. The collective 
opinion of the Commission has been stated. Mr. Aucktann Convin 
summarnzes the evils, and favours a change. Mn, Sawsuurrasap has 
treated the subject with much minuteness, and strongly urges 
the restoration of the old Bombay law. Revenue and Judicial 
Officers, both Native and European, take the same view in their 
letters to the Commission. Mr. Pepper has been quoted already. 
Mr. Weppepsury, in a report specially called for by the Bombay 
Government, advocates a twelve and six years’ limit; and it 
has, I observe, been adopted as desirable at a public meeting of the 
inhabitants of Poona held not long ago. The Collector of Poona gave 
evidence to the same effect before the Famine Commission. 


The only plea which has, as far as lam aware, been advanced 
in favour of the three-years’ period is that, it obliges the making up 
of accounts at short intervals, thus enabling the ryot to know how 
he stands, and preventing his being deeply involved without his know- 


ledge. This objection had, undoubtedly, very considerable weight 


at the time it was made. Whether the benefit of a short account, 
thus secured by a three-years’ limitation, outweighed the evils of 
a new bond, compound interest, &e., which it entailed, is a point 
upon whieh there may well be —— — — 
Beet caer sates 2 — oe provisions — 
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circumstances, it is proposed to restore, by section 72, the old 
Bombay law, 


I now proceed to the second heal—the mode and extent of 

enforcement of equitably determined liability. In the exeention of a 

decroe by sale of movables, the necessary wearing apparel of the 

judgment-debtor and his wife and children, his implements of 

husbandry, and such cattle as the Court may deem necessary to enable 

him to earn his livelihood as an agriculturist, are now protected by the 

amended Code of 1877; so it has not been thought necessary to go 

further, As to execution against the person by arrest and imprison- 

ment, [ rejoice to state that it is now considered expedient to 

abolish it altogether. Imprisonment will still be inflicted as a 

punishment for frand deteeted on insolvency; but that is a totally 

different thing. The maintenance of imprisonment for debt, as 

found in the Indian law, is equally indefensible in principle and in 

practice. As to principle, the Decean Riots Commission make 

clear that point, utilizing the opinions of Jouw Sryanr Mruv. Their 

appendices teem with evidence in detail as to the.extortion and 

wrong of which the warrant of arrest becomes in practice the engine. 

Unacknowledged payments, fresh bonds for sums unadvanced, life- 

long slavery, and even female dishonour may all be obtained—the first 

three constantly, by the mere prodnction of the warrant of arrest 

F without enforcement. They say, for instance, that in 1874 ‘it 

fit, would seem probable that somewhere about 150, 000 warrants had been 

hi used as threats only.’ The outery sgainst imprisonment from 

officers well qualified to judge of it has been uniform and_persis- 

tent. Its abolition is unanimously recommended by the Deccan 

_ Riots Commission. Mr. Pevper and Miss Niowrixeare have in The 

— — Century brought the evils it causes prominently before 

“ai ‘the British | public. Sim Exsxrxe Penry gives its abolition his 

— fanqualified approval’ ina note dated December Ist, 1877. —— 
and pleaders take the same view as the executive. Were 

1 defensible in theory, which we have seen that ——— 

— which, in a country like Western India at least, it is 
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L to lead in practice, afford sufficient ground for its condemna- 
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made had the warm concurrence of Sim Epwarp Bayiry and the 
learned Advocate General for Bengal (Mr. Pav). The discussions in 
Select Committee as well as in Council showed that the objections to 
the measure related less to its principle than to the other arrange- 
ments, such as an effective insolvency-law and a spoedy recovery of 
bona fide debts, by which it ought to be accompanied. These the Select 
Committee and the Council could not see their way to, owing to the 
insufficiency of the judicial machinery in the mofassal; and the 
matter may be held to have been deferred rather than negatived, 
But the present Bill provides all these necessary accompaniments 
for the districts to which it is to apply. Imprisonment was, at 
best, a barbarous device to meet the case of a debtor's concealing 
his property or refusing to give it up. Under the draft Bill, it 
will be quite unnecessary for these purposes, and reserved for cases 
of Hagrant fraud or dishonesty in insolvents. In this altered 
position, I trust that no hesitation will now be felt by the Conuneil 
in abolishing a system which has been proved to be grossly abused 
as an engine,of extortion, and is in opposition to the legislation 
of the civilized world. 


The case of execution of a decree by sale of immovable 
property remains for notice. The problem of whether such sales 
should be enforeed—one of the most difficult by which Indian 

administration is beset—is entirely the creation of British rule. 
ware Although the later Hindu law permitted the sale of land ‘on proof 
of necessity’ and Mahomadan law placed no bar to it whatever, the 







a general feeling of the country against alienation of ancestral | 
m lands, coupled with the trifling valae of the right of occupancy ol 
and the political objections to expropriation felt under a Native ety 






Government, to which I have already alluded in my sketch of the 
system of Native States, appear to have co-operated to prevent 
sales to any noticeable extent. But under our judicial system — 
‘the sale of land registered in the collector's book is' (as obsery- 
ed by Lonp Staxtey in a despatch of January 25th, 1859) ‘the most c· 
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management of the collector for a term of years, not exceeding 
twenty, whenever there is reason to believe that the liability ean 

be thereby cleared off. Bat the sections enacted in 1850 were not 
efficient for the purpose in view, and therefore little acted on. 
Those substituted in 1877 accidentally became almvost unintelligible 

and we are now amending them. Practically, therefore, sale has 
hitherto stood in the Code unfettered. The extent to which this 
judicial system has been allowed to play varies remarkably in 
diferent parts of India. In Lower Bengal a zamindari and certain 
subordinate tenures are freely saleable, but the tenure of an 
occupancy-ryot is not; ‘and the local legislature are just now 
considering whether transfer shall be allowed, provided the 
purchaser be a brother-ryot and not a money-lender. Saleability 

in execution will, of course, follow power to transfer. In the 
Punjab, hereditary or joint-acquired land cannot be svuld in execution 
without the sanction of the Chief Court, or other land without 

that of the Commissioner. In the Central Provinces and Oudh 
ancestral property connot be so sold without the sgnction of the 
Chief Commissioner, or self-acquired property without that of the 
Commissioner. In Ajmer all sale is absolutely prohibited. In the 
N.-W. Provinces, Madras and Bombay sales are unrestricted. The 
position of the question as I have just described it is generally 
admitted to be unsatisfactory. In a correspondence originated by the 
despatch of Lono Sraxinvy already quoted, carried on through the last 
twenty years, and now here embodied in some four hundred pages of 
print, the question of a remedy has been discussed by the most able 
administrators throughout India. The alternatives of making land 

RR by Jaw absolutely unsaleable for debt; of enabling proprietors to make 
, it #0 by. voluntary trusts or entails; of limiting sale (as in some 
. rag unnecessary for the subsistence of 
— of replacing = in execution by 
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of living on income, anticipated perhaps, but still only income. The 
process of living on capital is but a short one, all the world over, 
Abolish the whole land-revenue to-morrow, and the process would 
merely be somewhat prolonged. The inevitable end must come at 
last, but its concomitants of eviction and penury will, where the evil is 
wide-spread, lead to large charitable relief in famine—perhaps 
eventually to a poor law, and are also, in parts of India at least, 
politically dangerous. But the conclusion of this Council when 
passing the Civil Procedure Code, as explained most fully by Sin 
Anruitr Honnovse in a remarkable speech on March 28th, 1877, was 
that, though special measures might be admissible in particular 
localities, the plan of temporary alienation through the Collector for 
aterm of years, whenever the property would be ultimately saved 
thereby, being in accordance with the past course of legislation 
regarding land in England, and not inequitable, deserved a fair trial; 
and that, before going further, an attempt should be made to give 
life to the intentions of the legislators of 1559, which have to a great 
extent failed of effect. 


My object in this statement of the position of the land question, 
which I fear may be deemed a digression, is to account for the absence 
in the Bill of any attempt at a fiual comprehensive settlement of it, 
aud at the same time to show the connection and admissibility of the 
two limited measures which are proposed. Section 24 exempts the 
land of agriculturists from attachment and sale unless it has been 
specifically pledged. The equity of thus restricting a creditor's 
security has able champions in the general correspondence already 
referred to, But in Bombay the question is mainly one of fact, 
whether the existing debt can be held to have been, on the whole, 


contracted in view of the security of unpledged land. Keeping in 


mind the large proportion of such debt which the Commission found 
to be ancestral, the recent date (1565) of the legalization of transfers — 
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proposed village-registration will at least ensure that every ryot 
when he pledges his land shall understand what he is duing, and 
insolvency will open to him a loophole of escape when unreasonably 
pressed by an extortionate creditor, if he prefers that alternative. 
The second measure, also contained in section 23, is the grant of power 
to the Court, when passing a decree or subsequently, to direct the Col- 
lector to pay off the amount by managing, for not more than seven 
years, any land not specifically pledged, after deducting a modicum 
sufficient for the support of the debtor and those of his family depend- 
ent on him, This course, which is only a new application of the 
principle of temporary alienation, will add greatly to the ereditor’s 
security, while diminishing the worry and expense to both himself 
and the debtor; but I reserve further exposition for the Insolvency 
chapter, where analogous provisions occur. 


While thus contemplating the continued recovery of debts from 
movables and land, however, policy no less than justice demands 
that the last refuge of an effective insolvency-law, should be pro- 
vided for the debtor. Such a Jaw is really the bottom of the whole 
matter. Compared with what we mean to compel a man to poy, the 
question of what we shall hold him to owe sinks into insignificance. 
The need for it has been generally admitted for a long series of years, 
and has led to various legislative efforts and measures. Sin Gzonce 

: Wrscare in 1852 advocated strongly ‘the enactment of a simple and 
! equitable insolvent-law to enable a debtor hopelessly involved to free 


‘> himself from all his liabilities within a limited period’; and, so recently 
= as December 23rd, 1877, he wrote thus; ‘Of all the remedies 
* proposed, I estimate the Insolvency Act as of the highest importance, 
ee * and as likely to prove the most efficacious.’ Sin Bantex Fern in 1853, 












— Commissioner in Sindh, issued Rules which worked well, but 
were superseded in 1861 by the Code of Civil Procedure. Mu. 
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taken almost entirely from the English Bankruptey Act of 1861; 
and on circulation to the Local Governments was generally held to be 
too complicated and unsuited to the cireumstances of the Indian 
mofassal, In 1572 Mn. (now the Hoyas Jesrice) Weer, Judge of 
the Sadar Court in Sindh, proposed a Bill with the essential features 
of the original rules of that Province; but the matter was not 
proceeded with. The measure generally is also advocated in his 
well-known pamphlet, ‘The Land and the Law.’ In 1872, also, the 
Panjab made a maternal step in advance in the Laws Act then 
passed. 
Upon the acknowledged harshness of the Indian law of Insolvency 
as it stood up to 1877, I need not enlarge. The new Code of that 
year, together with the amending Bill, which will, I hope, be passed 
at our next sitting, have so far relaxed it, that a debtor arrested 
or impnsoned, or whose property has been attached, may, by applica- 
tion, obtain a general imquiry into his affairs, a declaration of 
insolvency, and a release, if in jail (with immunity from subsequent 
arrest for the scheduled debts) on ond jide surrender of all his 
property. A judgment-creditor also may apply for such declara- 
tion. A final discharge may also be granted by the Court at its 
diseretion where the debts do not exceed Rs. 200, and is in any case 
acquired on payment of one-third of the scheduled debts, if the 
assets do not produce more, or after the lapse of twelve years. The 
law is still, however, wost defective. Application may not be 
made by a debtor antil process has issued against him; arrest is 
retained, and imprisonment, though for a shorter period; a// property, 


except the movables exempt from sale in execution, must be 


surrendered; the debtor may be summarily imprisoned for a year, 





no such penalty awaits the creditor; and, in some cases the debtor's 





future earnings will he unressonably burdened, while ia others “te oe 


the whole becomes a farce through the restriction that the C a 
‘not pitas a — —— A See ed the —— “ha 


— ee 





* a aod 
2 * “a t — 
— —— TS ae © pay in ul Not age am a 
. — — —* 4 J 7 | 
7 i 1, 6 


Be. — * — 
om Wy — = * hi, ae et —* * 


J 


ate J ut mae ote 


he s4 ‘ : Woes 
i * a . er. J 1— J * ‘ 
¢, ' -? ws ” ~ a Sag yO J 9 
ee tet — —— ay oud I wv th be. debtor. 
; J— amet J ‘ | “s J 
~ Pe i ‘= di 


— — sate ; 


‘at the instance of any creditor,’ for concealment or bad faith, while — 











RELIEF OF INDERTED AORICTIATURIeSTs. 175 


danger, and even the legislation of 1869 has failed thre ugh hie 
ingenuity; in India frand by the ereditor has almest solely to be 
guarded against. In England insolvency is presomebly o man's 
fault; in India it is presumably only his misfortune. In England 
embarrassment ordinarily arises from gross extravegunée or reckless 
trading; in India one or more bad seasons, the Joes of a bulleck 
. or two, or the religious necessity of marrying a child, are 
its most frequent origin; extortion and fraud by creditors help 
its onward course. Yet in England insolveney has hitherto 
been treated more leniently than in India. Misfortune has here been 
made «a crime, for which even life-long slavery might not atone. 
Surely, we must divest ourselves of much confusion of ideas, Whether 
aman insolvent or not is a mere question of fact, quite oncon- 
nected with the enquiry how he came to be so. How much he con 
repay, without being made a useless or dangerous member of society, 
isa mere matter of calculation, into which the moral aspects of his past 
conduct cannot enter. To such enquiries, ides of reverge ard punish- 
ment are altogether irrelevent. Imprisonment is only*appropriate 
for concealment, contumacy and other forms of fravd. To declare 
an agriculturist inso'vent when he is so; to set a reasonable time 
before him during which he shall work himself free and reserve the 
| means therefor; and eventually to start him afresh with the lesson 
of experience, seem more sensible than to lock him up for a time 


1 while his family are starving, and then turn bim adrift a beggar. To 
l | the creditor certainly the former course will he the more profitable, as 
i also to soviety. 
|" ; — In accordance with these principles, the Bill, in the first place, 















(section 20) for the numberless petty cases in which the 
s of the debtor, the claims against him, and his partial or total 
ibility + to watisfy them, come before the Court in the course of the 
© re n for execution. Where this is so, it is far shorter, 
and less troublesome to all parties to empower the Court at 
Je the matter than to let it go on through the perfectly 
| — vexatious forms of taking out execution, and 
0 of insolvency. Where the case is quite 
— release abe. debtor from any balance 
“a ye | * 1 there are several creditors 

nnd the : — ———— 





“se @ Seis J tea 
a ⸗ ~ ‘ 
ae : * 
>* * > * — =f pio 2: 
» — at) 2 
— J 


J 


hae —— * 


—9— 
J 









176 VUIITY CP ISTIEGIY YORMLMIUp TE. 


proceedings are instituted, either so or on the application of either 
debtor or creditor, ascertained insolvency will be at once admitted, 
and the Court will proceed to turn the available assets to the best 
advantage. To avoid the frequently ruinous loss through selling 
movables by auction, the Court may hand over articles at a valua- 
tion made by assessors. As to immovable preperty, any portion 
spreificatly pledged for a scheduled debt may be let rent-free for a 
premium for a term not exceeding twenty years, instead of being 
sold if the debt can thereby be cleared off. Portions unpledged may 
be handed over for a term not exceeding seven years to the Collector, 
who will assign to the insolvent sufficient to maintain himeelf and 
those of his family dependent on him, and lease the remainder for the 
benefit of the creditors. In practice, the lessee will probably some- 
times be a croditor, but more often the insolvent himself under due 
security. If the debts cannot be fully paid off by these measures, the 
insolvent will be discharged from the balance. The propeeal which 
* has been made ¢hat the fixed period should be subject to the life of 
| the insolvent has been rejected as too unfavourable to the creditor. 
The limit of seven years has been fixed after careful consideration 
t of the various proposals relating to temporary alienation contained 
im the land-sale correspondence alrendy epoken of. If a man’s debts 


‘| are so heavy that he cannot clear them off in this time, it is 
[> better that he should get a discharge for the balance, than that he 
F should drag on as aslave without hope of freedem or stimulus to 
L exertion. 

—— Reviewing the Bill broadly, it may fairly be said to secure, to 


an extent not hitherto attempted, (1) precautions against frand by 
either debtor or creditor in their original transactions with each other; 
(2) interposition of friendly conciliation between dieputantes, previons 
to litigation; (3) approximation of the Courts to the homes of the 
people; (4) some small simplification of procedure and diminution — 
of the expense and technicalitics arising from legal pruetiGioneins oe 
(5) equitable jurisdiction to reduce all exorbitant, fictitious mee: * 
frandulent — (6). finality of judicial —— ae to —— — 
the collector when — oa vated : 
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Such a result, while falling not short, in favour of either debtor 
or creditor, of what is fairly commensurate with the natmre of the 
case, the analogy of law in other countries, the rules of pecuniary 
need and supply, and the strictest equity, goes no farther in reform 
than the political necessity of a prompt and effective remedy for the 
social disorders of the Deecan appears imperatively to demand. 


If lam asked what I think will probably be the effects of the 
measure, and how far I expect it to be snecessful, I must reply that, 
although I cannot undertake to answer for all the detailed provisions 
of a Bill which is the outcome of revision at more hands and autho- 
rities than one, I think that it cannot but be most beneficial, and that 
it will to a great extent meet the needs of the Deccan, provided 
it be supplemented by executive action in the directions already indi- 

é eated. Of course, no one expects from it the abolition of indebted- 
ness for all time. The ryots are ‘depressed and crushed by a variety 

. of concurrent causes.’ With only one class of these, though, perhaps 
the largest, does the Bill profess to deal, but in a “way which may 
reasonably be rewarded with success. At least, it gives effective help 
toevery ryot who is disposed to help himself. The reorganization 
of the Courts is favourable to all parties. The relations of debtor and 
ereditor | are adjasted on fundamental principles, equitable as between 
the tivo, and essential to the cohesion of society, A man should pay 
what he really owes, and no more; but his creditor should not be 
allowed to use the State for the purpose of beggaring and enslaving 
him. On the other hand, we cannot justly and reasonably legislate 
for the summary relief of the debtor from unjust and extortionate 
glaims, unless we also give to the ereditor full and effective aid in 
obtaining all that is fairly due to him, and reasonably recoverable. 
A creilitor’s difficulties. when he has got his decree should be reduced 
=. toa. | minimum. If we make the decree a just one, it should be effect- 
ly enforceable, Without ample provision on this principle, the 
des str action of the ryot’s credit or his bondage to secret and extor- 
— age : ements must ensue, and all our well-intentioned interfer- 
ene Wi o harm instead of good, With such provision, the measure 
wi ts not inj — credit, but improve it. Against 
“all prog to the contrary, a ——— actual facets observable 
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no doubt be checked ; and so much the better, Bona fide debts should 
be more easily recovered, and more reasonable interest would thus be 
profitaile, Finally, a legitimate mode, more practicable than any 
yet suggested, will be provided for gradually clearing off the mass of 
existing debt which now weighs upon the people and stops all im- 
provement, while the great institution of a peasant-propriectary, which 
is at once essentially Indian and considered in Europe the best form 
of tenure for a free people, will not be destroyed. 








[Aetracts from the Proceedings of the Governor-General’s Cow neal, 
(lated the 24th October, 1879.) 


Decean Aouicuttuniers’ Recor Bre. 


Sie T. Hore said — 


Considerable criticism has been directed against section 22, 
: which exempts land from attachment and sale in execution of decrees, 
unless it has been specifically pledged. In my introductory speech 
Isketched the position of the land-sale question, and explained the 
reason for the absence from the Bill of any attempt at a final éom- 
prehensive settlement of it, and for considering the restriction of sale 
to specifically pledged land to be equitable. In the decision of the 
question I had taken no part, as this restriction had been proposed 
by the Bombay Government, and accepted by the Government of 
India and the Secretary of State, before my connection with the Bill 
commenced. I ventured, however, to express my views ag follows :-— 


I must confess to some misgivings as to how the exemption may work in practice. 
The money-lender may everywhere make the execution of a bond, laying on the land 


My doubts have now been more than echoed by Mr. Justice 
Maxwecn Metviut and Mr. Justice West, the former of whom predicts 
that loans excepting on mortage, will soon be unknown; while the 
latter, concurring in this, adds that the mortgagee will, by the opera- 
__ tion of the Bill, be driven on. to become a purchaser, and the ryot 
_ will have no alternative but acquiesce in sale. Here I would only observe 


* all his existing unsecared advances, an indispensable condition of further accom- 
ro modation, At the same time, the exemption reste as to the past upon a perfectly 
rat intelligible and reasonable basis, while as to the future the proposed village registra- 
a tion will at least ensure that every ryot when he pledges hiv land shall understand 
— what he is doing, and insolyency will open to him » loophole of escape when 
* anreasonably pressed by an extortionate creditor, if he prefers that alternative. 
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sactions within his means. ‘The issue can only be known upon ex- 
periment, But it seems clear that the course which has been adopted 
was the best under the circumstances. No solution of the land-salo 
question generally admitted to be satisfactory is forthcoming. Mr. 
Justice Mervin. candidly admits that he has not got one to produce; 
the reservation to the ryot by ‘a kind and impartial authority’ of 
the ‘minimum of land’ requisite for ‘ a decent subsistence,’ which Mn. 
Jcstice West advocates has been severely criticized, directly and in- 
directly, by very competent authorities. To have postponed relief 
to the Deccan till this question was settled for all India would 
have been little less than criminal ; to have made no attempt to check 
the rapid alienation of ryots’ lands, by a method equitable in itself 
and offering the chance of even a limited success, would have been 
neglectful. At the same time, it is also clear that the land-sale question 
eannot be put off much longer; and I earnestly hope that what has 
been written, said and done upon this Bill may accelerate its solution. 


I must now,notice the important subject of management by 
the collector, provided by clause 2 of section 22, and by section 29. 
In my introductory speech I said that—‘compared with what we 
mean to compel a man to pay, the question of what we shall hold 
to owe sinks into insignificance’; and, again, that ‘we cannot justly 
and reasonably legislate for the summary relief of the debtor from 
unjust and extortionate claims, unless we also give to the creditor 
full and effective aid in obtaining all that is fairly due to him and 
reasonably recoverable. A creditor's difficulties when he has got his 
decree should be reduced toa minimum. If we make the decree a just 
one, it should be effectively enforceable. Without ample provision on 
this principle, the destruction of the ryot’s credit or his bondage to secret 
and extortionate agreements must ensue, and all our well-intentioned 
interference will do harm instead of good. With such provision, 7 
the measure will not injure tho ryot’s credit, but improve it’. 7 

In short, I look upon this provision as the keystone or 
test-point of the Bill. If it works well, the ryot’s credit will ———— 
be secured on a satisfactory basis: if otherwise, his aoe ; 
even for reasonable — within — limits —— — 











RELIEF OF INDEBTED AGHRICULTURISTS. 18] 


manage vast numbers of small holdings, while the Commissioner and 
the other two Collectors consulted express no misgivings on the 
subject, I myself consider that there need be no fear of failure, 
provided it be, from the first, recognized that the duty is important 
and difficult, not to be performed by mere perfunetory orders, 
passed on from the Court to the sudharaé through an intervening 
chain of little-heeding functionaries, Success will, I anticipate, 
lie most frequently in a pretty close adherence to the system in 
native states, and to the provisions for security and recovery 
still extant in our law, though of late years little resorted to, 
If the ryot be retained as cultivator wherever possible,—if a 
reasonable rack-rent be imposed, personal security exacted, precau- 
tions taken against making away with the crop, aid given when want- 
ed in securing a fair price, and payment required at the time 
means are — I see no reason why satisfactory results 
should not be attained. But careful supervision by assistant or 
deputy collectors and mam/atdars will be indispensable ; and possibly 
the appointment of a special officer fora few months to start the 
system in the four districts might be advantageous, These, how- 
ever, are details, which will, I doubt not, receive full attention 
By from the Local Government. # * £ 
| A consideration of the chapter on Insolvency, together 
—— with the sections about going behind the bond, suggests the interest- 
ing question as to whether their combined effect may not be to 
— destroy credit, put a stop to money-lending, render the revenue 
ie irrecoverable and bring the country toa deadlock. On this point 
os Mn. Justice Maxwetr Metyitt, who, I hope I may say without 
i offence, has treated the problem forced upon us with equal moderation 
“anes. statesmanship, makes the following remarks :-— 


— * I presume that the Government ia satistied that the effect of the measure will 
J ————— the ryot's credit altogether, or to induce the money-lenders to 





















— that after the agriculturists have been reliewed of ‘thelr —— debts on the 
@ terms tho money-lender will go on lending, not on his own terms but 
6 ——— may, in the uncertain fatare, be deemed reasonable by the Jadge 
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What Mr. Metvitt himself anticipates is tolerably evident ; 
though he qualifies any conelnsion very much in the way I myself 
have done when speaking of the possible effects of the restriction 
on the sale of unpledged land. But, perhaps, I ought to offer some 
explanation of the grounds on which, subject always to the same 
qualification, the Government may be held to be justified in antici- 
pating that the dire results just alluded to may not come to pass, 
and, consequently, in persevering in the measure before us. It is 
atrasm that a thing is worth what it will fetch, and per contra, 
that in the long run, temporary disturbing causes apart, a thing 
will always fetch what it is intrinsically worth. Now, the Bill 
does nothing to diminish the intrinsic value of land, but rather 
the reverse. The value of land depends, at bottom, on the net 
produce, or surplus after three deductions, for the cost of cultiva- 
tion, the subsistence of the peasant and his family, and — the 
Government demand.* Land is worth as many years’ purchase of 
this net produce as correspond with the enrrent rate of interest. And 
this rate of interest ultimately depends upon the facility of recovery. 
Now onr Bill does not alter the Government demand, or, consequently, 
the net produce, but it increases the facility of recovery. It must, 
therefore, increase the ryot’s scnad eredit, instead of diminish- 
ing it. Twill make my meaning clear by illustration. Suppose a 
ryot’s holding yielding gross produce worth Rs. 100, of which . 
Rs. 50 go for the three deductions I have just named, leaving Rs. 50 
as net produce or margin on which the ryot may borrow. In view 
of the provision in the Bill for seven years’ management of 
unplelged lands, the money-lender would be justified in lending on a 
money bond Rs. 180 if the rate be 20 per cent., Rs. 228 if it be * 
12 per cent., and Rs. 252 if it be only 9 per cent, Which of these et 
rates he will adopt, or whether he must exact a higher rate still, = 
obviously depends on his chances of getting paid. Bat thee’ — 
are greatly improved by the Bill; for the ryot will strive to 
punctually rather than come under the management of the colle 0 7 
and the collector's —— Silent ath sea hee made) wil 
ag Oe eee Notwiths ng all fair allo 































RELIEF OF INDENTED AGRICULTURISTS, 183 


for risks, lower rates will thus prove as remunerative ax the present 
high ones. For a loan on mortgage, the principle of caleulation and 
the advantage are the same as for « loan on personal bond; but in the 
end there is this difference, that in the latter case, if the sowkar lends 
beyond the limits, he will lose his money, While in the former, if the 
ryot borrows beyond them, he will loss his land, 

All this, it may be said, is very well in theory, but in practice 
the conditions of advances depend far more upon ‘the degree of 
simplicity in the borrower and of rapacity in the lender than on any- 
thing else’; and to this existing uncertainty you have added the 
fresh one as to what rate of interest each individual Judge will think 
reasonable, TI reply that the former uncertainty will be diminished by 
the Bill; and that the second will prove more imaginary than real. 
There will be far less temptation to extortionate bargains and frauds, 
and far more risk in them, now that the whole history and merits of 
the case aro to be laid bare in court. And the provisions for manage- 
ment and recovery by the collector, standing behind all agreements, 
will reduce the factor of uncertainty in eredit which irises from in- 
dividual character, and will assist the courts in gradually establishing 
rates of interest varying within but a moderate range. ‘Their decrees 
will thus in time afford the ulvantage, without the well-known evils, 
| of usury laws, of which Mu. Justice West has well observed in his 
as pamphlet on ‘The Land and the Law,’ that ‘they set up a standard, 










: and gave fixity to ‘men’s vague ideas of what might reasonably be 
asked for the use of money those numerous cases in which the 
loan partook but slightly of the ter of a true mercantile tran- 
saction.’ 


_ While thus contending that the Government are justified in 
believing that the ultimate effects of the Bill will prove beneficial, 
25 08a conceal from myself for a moment that a trying time of 
hae “tt ns ansition must intervene before all parties have understood and 
a9 tt ad down to their new relations. It is to be fully expected that 

: ficulties between debtor and creditor will arise in many individual 
ses, ‘and ove en in Nes de or taluys generally, and that their 
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and adjusted as not to drive the ryot to the sorter, even temporarily, 
in order to meet it—then I believe that all trouble will be soon and 
safely tided over, That the sorter will permanently cease to lend, 
there neal! be no fear whatever. The ryot is just as likely to conse 
to cultivate. The ryot is as necessary to the sowkar, who can only 
employ his capital in agricultural dealings and banking, as the 
sorkaris to him, The pair will not sit down and starve together, 
with a bag of money between them ! 


Another large question, which I cannot pass over without remark, 
is that of the novel provisions for village munsifs and conciliators. 
It has two branches—the one relating to their personnel, and 
the other to their functions. I will first speak of the personel 
available for each office. As to village mansifs, it will have 
been gathered from what I said in my introductory speech that 
[ did not expect that more than a joted here and there would be 
found qualified to be « village munsif. If the suggestion which I 
put forward in 1563, im 1867, and again in 187], that after a 
reasonably distant future date no person should be appointed patel 
who had not received a suitable education, had been adopted, the 
class would now have stood higher in education and intelligence 
than they do. But a knowledge of reading and writing is not, after 
all, indispensable to successful disposal of petty suits, though 
absence of interest is so; and this is just what will be in pateds 
sorare. Now, however, that the restriction of village munsifships 
to patels has been removed and the proposal in the Bombay draft 
assented to, any person of Jocal influence will be eligible, and the 
field of selection will be advantageously enlarged. Virtually, it 
will become nearly the same as that from which conciliators are to 
be drawn. As to whether competent persons can be found for the 
two offices, especially the latter, I observe some tri differ- 
ences of opinion. On the one hand, the Poona Sarvajanik Sabha, 
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has produced several very able articles on the Bill, thinks that, 
though the experiment may well be tried, the difficulties in the way 
of obtaining proper Conciliators are insuperable. Finally Mu. Jusrice 
West appears almost to question whether half-a-dozen men of inte- 
grity and intelligence can be found for Conciliators in the whole 
Deccan tract. Such an opinion, even if not meant to be taken 
literally, cannot but arrest our serious attention, coming, as it does, 
from one who is not only a Judge of the High Court but Vice- 
Chancellor of the Bombay University. I do not ignore the pro- 
bability that men qualified in all respects will not be easily met 
with ; but I must confess scepticism as to a population of even 
three millions and a half (which the four districts comprise) being 
in a condition verging on that of Sodom and Gomorrah. If it be 
so, notwithstanding all our education, civilization and vaunted pro- 
gress, then the inference seems difficult to resist, that our measures 
for the advancement of Natives to higher positions in the public 
service are premature. If the population, as a whole, are thus tainted, 
can our Subordinate Judges, our Deputy Collectors and our Mam- 
latdars be utterly different from their caste-fellows and kiusfolk? 
Without pursuing this interesting dilemma, I will only say that, 
having spent a large share of my time in the Mofassil, and baving 
always mixed freely and canfidentially with the people of all classes, 
I should have no difficulty in finding a sufficiency of competent 
men in the districts with which I am best acquainted. It is now 
for those who think similarly to bestir themselves, lest the Native 
community lose the honourable and beneficent sphere which the 
legislature lays open for them, and to make good their opinions by 
presenting suitable persons to the notice of the authorities. And 
it is for the latter to strive without prejudice to give the experiment 
fair trial, remembering that a knowledge of law t unnecessary, 
and even, reading and writing are not indispensable to a successful 
- discharge of the functions in question, in which the layman of age, 
Ss influence, shrewdness and good temper may casily surpass the bighly · 
—— ——— be found 
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France, whenee the institution is derived. He is simply a dis- 
interested third party, who is charged to endeavour to bring disputants 
to an amicable settlement. It so happens that in France the Con- 
cilators are Juges de Pair, and so have a jurisdiction to try the more 
petty of the cases (within, say, rupees 50) in which it is their duty 
to conciliate. But they conciliate in all the superior cases which 
they have no power to try. The functions of conciliating and try- 
ing are distinct, and have no necessary connexion with each other. 
Appoint our Village Munsifs or Subordinate Judges to be Conciliators 
(there is nothing in the Bill to prevent this), and they will be the 
exact counterparts .of the Juges de Patz, except in one parti- 
cular, to which I will presently allude. Some authorities, including 
Mr. Justice Green of the Bombay High Court, think that they ought 
to be so appointed. But others, and especially the Local Government, 
consider that judicial functions might impart to their recommenda- 
tions a weight amounting to undue pressure, which parties, and 
especially the ignorant rj0f, might be unable to resist. The one 
particular of difference from Jiges de Paix to which I referred is 
the absence’of power to compel attendance. Considering the doubt 
whether competent Conciliators can even be found at all, the Bill 
follows the opinion of the Bombay Government, thus expressed in 
Sin Richanp Temriz’s Minute of Apnl M4th, 1879 — 

Thongh he (the Conciliator) would fot have the power of deciding, or enforcing 
his decision if he formed one, «till he would, by compelling attendance, be able, if 
so dispored,to put great pressure on the ryot to admit or to compromise the claim. 
Such power of applying pressure by an educated man of position upon an uneducated 
and humble man on o claim preferred by aman generally of some edacation and 
wealth is a power that ought not to be conferred npon Hoxogany Conciciation 
Juners in the present state of gocioty in the Deccan.’ 

I myself doubt whether the want of this power will affect the 
status of Conciliators, as some apprehend. If they can settle disputes 
equitably, the people, debtors as well as creditors, will reagily — 
“to them: But here, as in the case of giving powers of con | 


Judges, the Bill presents no obstacle to a change hereafter. Ma Ln | 


Government can, under section 37, give power to — 
whenever they think fit. 
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better, attained by making the Courts move about. The existing 

Judges, it is added, have not got too much to do as it is; and the new 

summary procedure, with the temptation to refer difficult points to 

arbitration, will lead to their having still less. That the Courts should 

* move about to some extent would certainly be advantageous; and I 

hope that the hitherto dormant powers of section 23 of Act 14 of 

1869 will now be exercised to enable them to do so. But this can 

never be more than a limited benefit. There are rarely above two or 

. three villages in a faluge containing suitable accommodation for a 

= Subordinate Judge and his clerks, to say nothing of parties and their 
. Witnesses ; and even these are often not conveniently accessible in the 
rains. ‘The presence of a considerable body of strangers, too, is always 

a source of annoyance and expense to the villagers, even if the calls on 

them do not exceed those of hospitality. Time would likewise be 

lost in travelling and settling down at each place; pleaders in non- 

— agriculturists’ cases would be inconvenienced, and minor practical 
be difficulties would crop up. It is questionable whether, between 
. waiting till the next visit to the locality to begin, and adjourning till 
the next visit to complete, any saving in time would result; while, 
| finally, the ryof would in very many cases be living no nearer 
= to the selected village than to the Court’s head-quarters. 
As to the other statement, it remains to be seen whether 
the duty of going more fully into cases will not neutralize 
—— any saving in time obtained in other ways. But however this 
ts may be, I can see no good reason why the judicial unit of adminis- 
tration should be larger than the executive unit. Every faluga ought, 

in my opinion, to have its Subordinate Judge as well as its Mamlatdar. 

: If the civil work proved insufficient to oceupy the Subordinate 
__— Sudge’s full time, he should be invested with criminal powers. The 


Pa 
aos 
~~ 








a - — 
*— 


“ik 
7 Pe a 


— « 









— 


= 
«s 















Pf 





— 





a nw. 





y 
2 
J 

w : 

é 
a - 
‘G — — 
—3* 
4 — =. 8 ia 
5 y =P es 
/ Bret 3 
.—: 
yl i Se 
+ a wee ad if 
Toa : ae it 
(eugene 52 pe 
; i a> FS * 











18S HELIEY OF INDEBYED AGRICULTURISYS. 


provisions in this direction. On the merits of the question in the 
abstract, it is unnecessary for me to add anything to the few remarks 
which I had to make, for the completion of my argument, in my 
introductory speech. But as to its omission from the Bill, I may say 
that it is held that for whatever action (if any) which may be. 
necessary, no legislation is required, but that if the fact were 
otherwise, the Bombay and not the Governor General's Council 
is the place where it should be undertaken, Legislation is 
unnecessary, because the question is an executive one, ‘The . 
power of fixing the rates of assessment, original or revised, is 
given to the Bombay Executive Government by sections 100 to 107 
of the new Bombay Revenue Code, as it was by the previous 
. law; the power of fixing instalments is so given by section 
146; the granting of remissions is equally an executive matter. 
The regular mode, therefore, of securing all that the advocates 
of a change of system desire is by executive order, or by rules made 
by the Local Government under section 214 of the Code. Supposing 
however, thatit were thought proper to tie down the Executive” 
Government in these matters more than it is now tied, then the proper 
* course would be to amend the Bombay Revenue Code; and that is 
the function of the Bombay Legislative Couneil, which passed it, 
not, of the Governor General's Council. Our present Bill, I need 
* scarcely say, would not be before this Couneil at all but that it 
modifies the Civil Procedure Code, which the local — are 
precluded by Act of Parliameut from touching. 
5 Another omission which has been censured is that of any — 
9 tion of stamp or court-fees, process-fees, batta, ete. ‘Here, again, 
legislation would have been superfluous. In Act 7 of 1870 the = © 
Governor General.in Council is empowered by section 35 to reduce — 
or remit any of the court-fees mentioned in the schedules ; and thhe % 
Hligh Court, with the eanction of the Local Government, may under 
J chapter IV fix process-fees as it thinks proper. Act 1 of 1879, 
"Ss section 8, contains a similar power to reduce the stamps to which it 
applies, among which arbitration awards are ‘included. I am ni 
| authorized to announce any decision on this subjec but it will be & ate 
geen from: paragraph 16 of the letter of — Government a, 
No. 2056 of — ———— — — ublished in the —* y 
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inspection of Courts under section 9 of Act 14 of 1869, which is 
now, as Mn. Naytor remarks, so little practised, is needed, ta/er alia, 
to check abuses connected with these charges. In 1876 the J udge of 
Khandesh brought to light a custom of enhancing the amount pay- 
able for stamps by requiring, in certain cases, an application on 
stamped paper before a witness was examined. He also found that 
in process-serving, ‘in one Court alone as much as 96 days’ pay was 
obtained for 24 days’ work, and 102 days’ pay for 26 days’ work, 
of the serving establishment.’ 


The last omission I have to explain is that of any legalization 
of panchayats or arbitration courts—a subject which I mentioned in 
my introductory speech as still under consideration, A proposal 
for the definite incorporation of sueh Courts into our judicial system 
has been put forward by the Judge of Ahmednagar, Mr. Weppen- 
BuaN, with the concurrence of a body of Native geatlemen, including 
some judicial officers, whose position and attainments entitle their 
views to the fullest consideration. I must say frankly that I look 

' upon as wholly visionary the idea that it is possible now-a-days to 

* find in every village, or even in every small circle of villages, body of 

| men sufficient in number to allow selection from them by litigants 

for the formation of a panchayat, and at the same time qualified to 

be arbitrators by influence, intelligence and absence of interest. And 

* even were this otherwise, I should expect that the strict regulations, 
| 

















involving checks and delays, which the proposal just referred to com- 
prises, would practically destroy the freedom, simplicity and promp- 
titude supposed to be the chief recommendations of the panchayat 
system. That the provisions for arbitration in Bombay Regulation 
7 of 1827, which succeeded the even more efficient ones of Regula- 
tion 7 of 1802, had fallen entirely into disuse before their repeal 
| cr — and that the present new ‘arbitration courts’ are kept at 
i. ——— by the exertions of a very small number of disinterested 
mpartial individuals, are facts not very encouraging to a new 
parture. At the same time, as there undoubtedly is a popular 
‘n * t, _ originated probably by aversion to our Courts as now 
nd a, Kenning in fayour of voluntary settlements, I personally 
harm in aiding them by legislation of a purely permissive 
i” we might safely revert to pretty much the position of 
fon — a Persons whom the Government deemed 

shy b — ——— the members for the time 
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being of any well-conducted local arbitration court, might be offi icially 
recognized as arbitrators. Such recognition should have the effect 
(1) that they should be entitled to the aid in their proceedings of 
issue of process by the Subordinate Judge of the division ; and (2) 
that any reference for arbitration to them might provide that in the 
event of any party thereto giving notice, within fifteen days of the 
date of the award, to the Subordinate Judge of the division that he 
was dissatisfied with the same, the matter in dispute should be referred 
back tothe same court or arbitrator, sitting with such Judge as 
president. This would supply the recognition and control for arbitra- 
tion which its advocates seem to desire, without putting any pressure 
on parties to resort to it, But even thus much is considered by the 

* Local Government to be undesirable and likely to lead to prejudicial 
results. As they are, of course, the best judges of the state of 
affairs in the Decean, the law will remain as it is. I may, however, 
point out that there is nothing to prevent parties appointing Village- 
Munsifs and Conejliators to be their arbitrators and that an explana- 
tion making this clear has been added to section 43. 


In conclusion, I must observe that it would be premature to indulge . 
in any congratulations upon the passing of this measure, and still 
more soto attempt to appraise its several parts, to distinguish the 
several sources whence they may have been derived, and to distribute 
praise or blame accordingly. It will be time enough to do that, if it 
need be done at all, when the Act has become an acknowledged failure 
or success. At present it is the measure of the Government of 
Bombay (and Iam glad to think that through many vicissitudes it 







: : has substantially remained so), prepared in general consultation with | 
+ myself. But I hope that we may augur well for its future from the — 
ioe fact that it not only has the approval of the highest official authorities — 






— a eS 
—2* support of the Press and the public, It isa sincere and c reful 
J— matured attempt to solve a difficult problem and to meet : agrent 
— emergency. If the course of event should prove that we have erred, 
or we shall have erred in good company, and after all — 
—— 
— eS — 2 ene, — 
——⏑ ———————— ae > Aa: 7 oa —* 
x eit . : ¢.: Rg * A ah Sah Eager - 
— — me geet ee ae 






























CHAPTER IV. 


RESTRICTIONS ON THE ALIENATION OF LANDs. 


[Ertracts from the Proceedings of the Governor Geueral’s Council, 
dated the 27th September, 1899.) 


Punsap Atesation ov Lawp Birt. 
Tre Hown’ste Str Cuartes Rivaz said — 


Te The question of the indebtedness of the agricultural classes in 
i different parts of India has attracted the notice of Government 
from the early times of British rule, and various schemes have 
been proposed, from time to time, with the object of protecting 
land-holders from the effects of debt and the consequent loss of 
* their lands. But, so far as Ihave been able to ascertain, Mn. 
is Justicn West, of the Bombay High Court, was the first, in 
— pamphlot, entitled Zhe Land and the Law in India, which he published 
in 1872, to formulate a plan for imposing some definite limitations 
_—_ on the power to alienate land. The theory he propounded was 
te that, although the British Government had, for the most part, 
divested itself of that exclusive ownership in land which had been 
recognized as existing under native rule, still it had retained a 
right of protective ownership; and that, as experience had proved 
“that the | principle of free trade in land, whith had been allowed 
to spring up, was not adapted to the present condition of the 
agricultural population of India, the Government ought, in the 
exercise of its protective right, to impose limitations on the further 
ap lication of this principle, and to pronounce all land to be 
; ali en Wle except with its assent. His proposed scheme, broadly, 
asthat the power of assent should be delegated to Collectors of 
districts or other local officers, and that only excess land, above 
what was necessary for the comfortable maintenance of an 
u rist and his family, should be allowed to be alienated, or be 
Se » to attachment and sale in execution of decrees. 
* Tr — ——————— agrarian riots in the Bombay Decean, 
a Cc 7 ee grecciad te uate, inte the condition of the 
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in 1879, by which the ordinary civil law in four of the Bombay _ 
Decean districts was, in many respects, amended in favour of — 
agricultural debtors. 
‘ In 1881, legislation was undertaken for the relief of large 
land-holders in Sindh and in the Broach and Kaira districts of the 
Bombay Presidency, and in 1852, for the relief of encumbered 
estates in the Jhansi division of the North-Western Provinces. 
A main feature of all these enactments was that, while the estate 
remained under Government management, the indebted owner was 
debarred from alienating any portion of it. 
The question of agricultural indebtedness was included by the 
Famine Commission of 1878 inthe seope of their enquiries, and, 
in their report, they expressed their views on the desirability of 
protecting agricultural debtors, among other means of relief, by 
imposing restrictions on land transfers. 
* In 1886, Mun. Taonsury, now Financial Commissioner of the 
Punjab, then,a District Officer in that Province, wrote a book on 
the indebtedness of the Mahomedan land-holders of the Western 
Punjab, entitled AMfussu/mans and money-lendera in the Punjab, which 
attracted the notice of the Secretary of State for India, and on 
which he asked for the views of the Government of India. In this 
— book, Mrz, Tuonnunx recommended, among other measures of relief, 
that it should be made illegal in the west of the Punjab for any . 
person deriving profits from a shop or from —— — 
acquire any interest in land, except (1) in arable or rig in 
f the immediate vicinity of tomy. lane ne Se in manured 
—J and irrigated land elsewhere. The then | -C ar oe the. 
— Punjab, Sim James Lyatt, in 



















Mx. Tuonnunn’s proposals, said, as re | 
dation which I haye just mentioned, that he was “disposed to 
that it would probably be necessary to take steps to chee 
alienation of lands to money-lending classes in the Punjab, but that — 
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ae Government of India, in forwarding this Commission's Report 
to the Secretary of State in 1894, together with a draft Bill to 

provide for the relief of the agricultural classes, in which certain 

changes proposed by the Commission in the Decean Act had been 


: incorporated, remarked that such legislation would, however, 
only partially meet the diffiealties connected with the general 

+ problem of agricultural indebtedness ; that remedies of an entirely 
7 different kind, including measures for further restricting the night 


of land transfer scemed indispensable; and that this part of the 
subject would be separately and carefully considered. 


Accordingly, a Circular was addressed to Local Governments 
in October, 1895, in which it was said that the Government of 
India were distinctly of opinion that some action in the direction 
of restriction upon the alienability of land was generally advisable, 
and even necessary, though the manner and degree of the restriction 
must vary from province to province. Each Local Government 
and Administration was requested to take the subject into its most 
1 careful consideration, and to commanicate its matured views and 
‘ definite proposals for action in the direction indieated. Two 

Notes accompanied the Circular, in which the whole subject of 

agricultural indebtedness in India and the various possible remedies 
: for checking transfers of land were exhaustively explained and 
; _ discussed. 


_ On receipt of the replies to this Circular, it was decided to 
deal first with the Punjab, as being the Province where the 
question of agricultural indebtedness was of special importance 
in its political aspect, and where it was probably possible to go 
—— further, than elsewhere in respect of imposing direct restrictions 
on land transfers. The reply from the Punjab had been to the 
















effect: :—"The Licutenant-Governor, Sire Dennis Frrez- 
rRic , recognized thata point might be reached at which the 
— nour ‘of land alienated, and the number of proprietors reduced to 
the condition of tenants or labourers, would constitute a political 
danger of formidable dimensions, and that where this danger point 
es B _ the only remedy was to attack the evil at the root by 
im sing i ma — alienation—for instanee, by prohibit- 
jand- mnie | of specified castes or. tribes from alienating: their 
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or tribes.’ While this case was under consideration, a special 
enquiry, the results of which were highly interesting and 
instructive, had been made by Mr. Tuorsvrn, the Commissioner of 
the Rawalpindi Division, regarding the indebtedness of the agricultural 
-¢lasses and the amount of land alienations in four assessment circles 
of that portion of the Punjab; and Sim Dexxis Firzrarnick came 
to the conclusion that in one at least of these circles a case for legis- 
lation had been made out. He was, howev er, strongly opposed toa 
law of general application to the whole Province, and did not pro-" 
pose to go further than to take power by law to apply restrictions 
on transfer to any particular tract in which a full enquiry might 
show that they were required. 


Both the Financial Commissioners of the Punjab, on the 
other hand, expressed a decided opinion in favour of restrictive 
measures of general application, and suggested that all permanent 
transfers of ancestral land onght to be prohibited unless sanctioned 
by the Revenne Officers, while temporary transfers ought to be 
limited to- 15 years, the land reverting to the alienor at the end of 
this period free of all encumbrances. A majority of the Judges of 
the Chief Court were also in favour of imposing direct restrictions 
on alienations. My Hon'ble friend Me. Jusncn Cuarrensee, after 
discussing the question in an able paper and pointing out that the 
customary Jaw. of the Punjab enables heirs to set aside many aliena- 
tions, went on to say that he considered that the great recommenda- 
tion of a measure directly restricting alienations would be that it 

would exactly define the limits of the land-holders’ power of alienation 
and would thus have a beneficial effect in checking litigation. — He 


thonght that the restriction to life orto 15 years of a land-owner's 


power of alienating his ancestral lands would be regarded, by the bulk 


of the land-holding class as consistent with the traditions of the 


Province, and would be agreeable to them. —— 
whether the Judges advocated a ‘general enaetmeut, on 
or merely an enabling — as recom 
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and would produce more difficulty and jealousy than legislation of 
a general character. It wns said that a strong ease seemed to have 
been made out for prohibiting all permanent alienations of agricul- 
tural land, except with the sanction of some duly empowered Revenue- 
officer, and for restricting temporary alicnations to the term of the 
| alienor’s life, or with the consent of his heirs to a maximum period 
ag of 15 years. In inviting the Punjab Government to consider these 
proposals, it was suggested that the quickest and easiest way of deal- 
‘ing with them would be to have them discussed by a Committee of 
selected officers. 


Accordingly, the Lieutenant-Governor, Sin Macxworrn Youna, cir- 
culated to selected officials and non-officials a series of questions framed 
on the proposals of the Government of India, and followed this up by 
convening a strong Committee of Revenue-officers over which Hus 
Hoxovr himself presided. The recommendations made by this Com- 
mittee were that any permanent alienation of agricultural land toa 
non-agricultnrist, if made without the sanction of the Deputy Com- 







* missioner of the district, should be void, but that otharwise there 
— should be no restriction on sales or other permanent transfers; that 
— the definition of an ‘agriculturist’ should be ‘any person who cither 
PZ. in his own name, or in the name of an agnate ancestor, was recorded 
i as an owner of land, or as a hereditary tenant in any estate at the 
"oh first regular settlement,’ and that of ‘land’ as in the Punjab Tenancy 
jis. | Act, that is, all agricultural and pastoral land, whether ancestral or 
eae sclf-acquired ; that the only forms of temporary alienations to be 
— allowed in future should be, (1) usufruetuary mortgage, with delivery 


of possession to the mortgagee, for a maximum period of 20 years, 
and on condition that at the end of the period of mortgage the 
| mortgaged land shall revert to the mortgagor or his successor in 
est with the mortgagee debt extinguished, (2) simple mortgage 
, in ‘certain circumstances, may be converted into a usufrue- 
 mortgag of the nature I have just mentioned, and (3) Ivases 
O years, or for the life of the lessor, whichever is less; that 
: or — 
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* 
4 é¢~-¢@ — 
re 
* 



















los RESTRICTIONS ON THR ALIENATION OP LANDS. 


or class of persons, from the operation of the restrictions in whole 
orin part. They also proposed to amend the oxisting law of pre-emp- 
tion in the Punjab, to revise the present order of priority of pre- 
emption which is laid down in section 12 of the Punjab Laws Att, 
so as to exclude strangers who have bought into the village, and to 
transfer the hearing of pre-emption cases, both as regards the 
fixation of the pre-emption prices and questions of title, from the Civil 
Courts to Revenue-officers. 

These proposals of the Punjab Committee constitute the founda- 
tion of the scheme which is embodied in the Bill which I am 
introducing. They have,as I shall explain, been modified in some 
particulars, but such modifications have been made with the sole 
object of securing more effectually the intentions of the Committee, 
and do not affect any question of principle. I turn first to the restric- 
tions to be imposed on sales and other permanent transfers. It 
appeared to us that the proposal made by the Punjab Committee, 
that alienations between ‘agriculturists’ should continue to be free 
from all restrictions, was open to objection, In the first place, the 
definition of ‘agriculturists’ which has been framed by the Com- 
mittee, or indeed any other practicable definition of the term, must 
necessarily include numerous classes of persons who, although land- 
holders since the early years of British rule or even prior thereto, 
are, in reality, primarily traders and money-lenders by nature and 
profession, and not true agriculturists in any proper sense of term. 
Moreover, since even the dona fide agriculturist isnot infrequently also 
a money-lender, we think it desirable to retain power to prevent such 
men from buying up land in a village where they would come in as 
outsiders and constitute a foreign element in the village community. 
We recognize, however, that we must guard against unduly narrow- 
ing the market for free sales, and we propose to attain this object 





by the following means. On the analogy of section 45 of the Cen- 
tral Provinces Tenancy Act of last year, we are providing that all 





permanent transfers must receive the previous sanction of a Revenue: 
officer, but that sanction shall be given, asa matter of right, in 





which the Revenue-officer is satisfied that the intending transferor is a 
person who is not a member of an agricultural tribe, or, in cases where 
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in whieh the land sold or otherwise permanently alienated is situated, 
or to another member of the saine agricultural tribe residing in the 
same district. Our scheme is thus based in this respect on the feeling 
in favour of the prior rights of the village community and on the 
| recoguition of the principle of tribal organization which are well 
pS known powerful factors in the social economy of the agricultural 
classes of the Punjab. To prevent difficulties or inequalities in the 
application of this portion of our scheme, power is being given to the 
Local Government to specify by notification what are the agricultural 
tribes in each district, and to extend the definition of ‘ district” 
in any particular case beyond the ordinary limits of the revenue 
district. 

Next, as regards temporary alienations, while we accept the conclu- 
sions of the Punjab Committee that only the two forms of mortgage 
proposed shall in future be allowed, that existing mortgages by way of 
conditional sale shall be void, and that leases shall be limited to a fixed 

| term, we have reduced the maximum period of temporary alienation 
. from 20 years as proposed by the Punjab Committee to5 years. We 

' are providing that any person who has made a permissible mortgage 

or lease shall be debarred from making any further alienation of his 

* laud during the eurreney of such mortgage or lease, but, after careful 






| consideration, we have decided not to impose any further restrictions 

— on temporary transfers, whether by prescribing an interval between 

4 : two successive mortgages or leases, or by making the alienor retain a 

— right of cultivation in the alienated land, his rent being fixed by 

- _ authority, or by prohibiting the mortgage or lease of more than a 

_ —~—s«wertain portion of a holding. We are also providing that any per- 

| Sis ‘manent alienation made without the required sanction shall take effect 

ee asa usufructuary mortgage on the conditions prescribed for such mort- 

‘gages, and that existing conditional sales and future unauthorized 

_ We have 
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and, in the case of other land, the sanction of the Cot missioner of the 
Division, Such sanction is very seldom given; still, as the allowance 
or disallowance of sales depends on the individual judement of the 
Financial Commissioner or the Divisional Commissioner, as the case 
may be, an undesirable clement of uncertainty is thus introduced - 
which it is advisable to remove. Moreover, under cur proposed restric- 
tions on mortgages, land could in future only be sold in oxecution of 
decrees for unsecured debts, and not for debts secured by a usufractu- 
ary mortgage. We, therefore, consider that sales of agricultural or 
pastoral land in execution of decrees of the Civil Courts should, in 
future, be absolutely prohibited in the Punjab. 

As reganls amending the law of pre-emption in the Punjab we 
agree with the Punjab Committee that an amendment of the present 
law on the lines they mention is desirable, and will be a useful adjunet 
to our scheme for restricting land alienations. We propose to deal 
with this matter separately—after further consulting the Punjab Gov- 
ernment—either by revising the present pre-emption seetions of the 
Punjab Laws Act, ‘or by cancelling those sections and framing a new 
enactment. —~ 

On the all-important question whether the proposed Act shall be 
an enabling Act or a measure of general application, the Government 
of India adhere most decidedly to the opinion which they expressed, 
as I have mentioned, in addressing the Punjab Government, in favour 
of an enactment of general application. It seems to us self-evident 
that, if any restrictive scheme is to be worked in the partial mauner 
which was so strongly advocated by Sir Dexnts Firzrarnicx, it is in- 
evitably doomed to failure. In the first place, the remedy would not 
be tried till the disease was very largely beyond cure; and in the 
second place, if the restrictive measures were confined to seattered 
tracts throughout the Province, the agricultural population i in those 
tracts would be placed at a very serious disadvantage, Their — 
would be injuriously impaired, for the money-lenders, while able to 
look to the land for their security every where outeide — 4 al 


giving such security. “The — | 
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more so, at any rate, than is desirable in their own intereste. Take for 
instance, the case of the oceupancy tenants of Upper India. Alike 
in the Punjab, the North-Western Provinces, Oudh and the Central 
Provinces, the occupancy tenant is very materially restricted in his 
powers of alienation; still it isa well known fact that this class of 
agriculturists, as a body, is prosperous, and can obtain accommodation 
from money-londers on much the same terms as smiall-proprietors. 
The fact is that the money-lender must continue to exercise his pro- 
fession, and the agricultdral community must, under the mral 
conditions of this country, continue to constitute bis principal 
clientele. ‘The money-lender plays a most useful, and even neccesary, 
part in the social economy of village life, and no one wishes to 
eliminate him or to place unreasonable restrictions upon his transae- 
tions. If our proposed echeme is made of general application, he will 
have to adapt himself to the new conditions, and will be easily able 
to doso. If, on the other hand, the scheme is applied only to selected 
and seattered areas, the money-lender will clearly _be master of the 
situation as regards such localities. 


Such is the plan which the Government of India put forward 
with the object of checking the transfer of land from the agricultural 
classes in the Punjab. It certainly goes further in imposing direct 
restrictions on alienations than has hitherto been attempted in other 
parts of India, but the circumstances of the Province with which we are 


dealing are quite special, and I trust that I bave shown, although I 


fear at tedious length, that our scheme is the outcome of very careful 
investigation and deliberation, 


— all, it must be borne in mind that we are airing at 


or oe whether ba what has been called the ‘fatal gift of the 
: Government ; but, in any case, the question is for practical 
ny es one of mere acadomic interest, for it is an undisputed fact 

il hat ee the exercise of the right of transfer, at all 
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dul not gain a footing for several years after the annexation of the 
Province, but. that, as land has increased in value and become more 
attractive as a profitable investment, the number of transfers has ie 
creased correspondingly and is still increasing. Ina letter addressed 
by the Punjab Government to the Government of India in 1885, 
during the Lieutenant-Governorship of Sim James LyAta, it was said 
that ‘after allowing for the greater accuracy of the statistics of later 
years, Stn James Lyatt. considers that the statements of sales and 
mortgages from 1866 to 1886 show a large gradual increase in the 
area sold and mortgaged in’ the Punjab,’ and that, ‘in both the east 
and west of the province there are. districts where the transfers to 
money-lenders are serious and appear to be increasing and where the 
fact requires Government to consider if a remedy cannot be found 
and applied.’ In the following year, Hts Honour the present Lieute- 
nant-Governor, then Financial Commissioner, recorded his opinion 
that ‘ the only safe conclusion is that there is year by year a gradually 
increasing amount of land being sold and mortgaged.’ These opinions 
have been confirmed as districts have come under settlement during 
the past ten years, and the question of transfers has been specially 
investigated by the Settlement Officers, while the enquiries made by 
Miu. Tuorsurn in 1895, to which I have already alladed, showed that 
in one out of the four circles with which he dealt, the amount of the 
cultivated area which had been purchased or was held in usufractuary 
mortgage by money-lenders was as much as 28 per cent., while in 
another circle it was 20 percent, These facts speak for themselves. 
The Punjab is pre-eminently a land of yeomen and peasant proprie- 
tors, and the expropriation by the money-lending classes of these 
sturdy land-holders—men who furnish the flower of the Native Army 
of India, and who look forward, amid all the hardships and glories 
of a military carcer, to spend their declining years on their ancestral 
acres—has, under the influence of conditions which have sprung up 
under British rule, been progressing, as I have shown, in different — 
degrees of rapidity in all parts of the Province, The sole and entire 






object of the measure which I have been explaining eure 88 


ample facilities and a sufficient market for unobjectionable 


to arrest the further progress of this mischief, and — emedial 
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His Honour tur Lisvrenant-Govenyor said :-—It ie unnecessary 
for me to allude to the history of this important and much pondered 
measure, a8 thie has been fully detailed by my Hon'ble fgend Mu. 
Rivaz. I shall confine myself to indicating bricily, what I believe to 
be the principal object of Government in prosecuting, through infinite 
varieties of opinion and shades of controversy, the course which has 
at last Janded us in our present position, and to an expression of 

“ opinion as to the suitability of the lines on which, as explained by the 
‘ Hon'ble Member, the Bill has been framed. © 


The object, in which all are agreed, is to provide a correetive for 
the result of our own acts, to mitigate the almost revolutionary effects 
of British rule as applied to land tenures in the Panjab. In conferring 
or confirming an almost unlimited proprietary right in land, in sepa- 
rating the judicial machinery from the executive, in encouraging free 

4 resort to the Courts, we have for five decades been pouring new wine 
: into old bottles; some of “the flasks are cracking, some have already 
F burst. The State must needs be prepared to undertgke some risk in 
3 this process, which has been accompanied with many-extraordinary 
—— and beneficial developments, but if it is too rapid, there is something 
ahs * worse than danger to be faced, and that is positive unfairness. If the 
— processes of law which are incidental to land cases are beyond the com⸗ 
fe prehension of the average land-holder; if they are too drastic to per- 
mit of the continuance of methods which though halting and 
‘imperfect are sanctioned by ingrained habit and long established 
eustom ; if they place the more astute money-lending eloss in a more 
advantageous position than the unsophisticated rustic: then the un- 
fairness becomes marked, and interference becomes necessary. There 
3 — is “now a consensus that this is the case, and the Legislature is being 
— invoked to remedy the evil. As to the limits of such interference 
fe there are, as T have already said, infinite varieties of opinion. There are 
’ 22 — methods of interposing: one has passed tho stage of dis- 

mand has taken shape in the amendment of the Contract Act, 


Se roe teat ae money-lender and the agricul. 
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remaining methods which are applicable or in any way advisable, 
The main features have been sketched by the Hon'ble mover, and 
consist af the restriction of the power of alienation of land by sale or 
perpetual lease, and of the prohibition of all usufructuary mortgages, 
except what I may call the automatic repayment mortgage, where 
after the expiry of the term of mortgage, which is limited to a 
maximum of 15 years, the land reverts to the mortgagor, with the 
mortgage debt extinguished. The second of these provisions has my 
unhesitating concurrence. It is, in a way, the sheet anchor of the 
measure, as preserving the credit of the agricalturist. In regard to 
the restriction of sales, it would be tedious, as well as unnecessary, 
for me to explain my personal attitude. The measure as now proposed 
is a compromise, arrived at, after the fullest consideration, between 
two sets of opinions, and, like most compromises, deliberately and 
thoughtfully adopted, probably represents the best counsels. In the 
first place, there is nothing absolute about the restrictive provisions, 
The person who lies under the greatest disability under the proposed 
Bill, can obtain a dispensation from its provisions, if due cause be 
shown. ‘Then the market for sale of land will be fairly open under ao 
system which permits transfers to any agriculturist of the village or 
any member of the same agricultural tribe in the same district, it 
being understood that the word ‘tribe’ is used in its widest signification, 
and that the ‘district’ may be wider than the Revenue District, if 
reason exists. And I concur with the Hon’ble mover that in these 
provisions there lies, to some extent, a reversion to a state of ideas 
which was prevalent in the early days of Punjab administration, and 
is still widely recognized in Native States. 

Therefore, with due reserve as to details, I support the Bill which is 
now before the Council, believing it to be in many respects one fraught: 
with great benefit to the Province, while those provisions regarding — 
which there is most room for difference of — om 














[ Fetracts from the Proceedings of the Governor Geueral’s Counert, 
dated the 10th Auguat, 1900.) 


Pewsas Auienation or Lanp Brier. 


Tue Howx’ace Mn. Rivaz said :— 

. I think it will be convenient if, in presenting the Report of 

s the Select Committee on the Punjab Alienation of Land Bill, I 

explain somewhat fully the alterations which we propose to make 

; in ite main provisions. 

. The Bill which I introduced in this Council last September 
imposed restrictions on permanent and temporary alienations of land 
in the following manner. In the first place, as regards permanent 

bas = alienations, that is, by sale, gift or exchange, the proposal in 

this respect of the Committee of Punjab Revenue officers which, was 


i | convened by His Honour the Lieutenant-Governor in , July, 1898, was 
J— that any permanent alienation of agricultural or pastosal land, as 
ay . defined in the Punjab Tenaney Act, toa non-agricultarist, if made 


without the sanction of the Deputy Commissioner of the district, 
should be void, but that otherwise there should be no restriction 
on sales or other permanent transfers. I explained, when intro- 
ducing the Fill, that the Government of India were unable to 
accept this proposal in its entirety, because it seemed to them 
‘that to allow permanent alienations, free from all restrictions, 
between so-called agriculturists was open to objection on two 
grounds. Firstly, because the definition of ‘agriculturist’ as 
framed by the Punjab Committee, that is, ‘any person, who either in 
his pry paaaes os in the name of his agnate ancestor, was recorded 
an owner of land, or os a hereditary tenant in any estate at the 

a regular settlement,’ or any other practicable definition of 
the term, must necessarily include numerous classes of persons 
— jough landholders since the early years of British rule 
or e a i. 
nature te eee agriculturists in any proper 
use of the f ee ee a ves tenn 
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element in the village community. In modification, therefore, 
of the proposals of the Punjab Committee on this all-important part 
of the scheme under consideration, the Bill, as introduced last 
September, provided that all permanent transfers must receive 
the previous sanction of a Revenuc-ollicer, but that sanction 
should be given, as a matter of right, in cases in which the 
Revenue-officer was satisfied that the intending transferor was 
& person who was nota member of an agricultural tribe, or, in eases 
where the intending transferor was a member of an agricultural tribe, 
that the transfer was either to an agriculturist (as defined by the 
Punjab Committee) holding land as a proprietor or occupancy-tenant 
in the village in which the land sold or otherwise permanently 
alienated was situated, or to another meniber of the same agricultural 
tribe residing in the same district. 


OF these provisions we propose the following modifications. 
In the first place, in deference td a strong body of opinion, on 
this point, we think that the sanction of a Revenut-officer need 
not be obtained in cases where such sanction must be given as a 
matter of right. This was only ‘intended as a preeautionary 
measure, and we agree, on the whole, with those whothink that the 
advantage to be gained in this respect would be outweighed by the 
inconvenience which would be caused to those with whose free right 
of permanent alienation there is no necessity for interfering. In 
one respect, however, we propose to restrict the free right of 


alienation by members of non-agricultural tribes, namely, when a 
member of sucha tribe acquires land hereafter as an ‘agriculturist” 


from a member of an agricultural tribe. We think it obviously 
necessary that a member of a non-agricultural tribe should not 
have the power: to sell, or otherwise Lester ——— —— 
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would thus be opened to the money-lender who belongs to an agrri- 
cultural tribe buying up land ina village where he would come in 
asanoutsider. At the same time, we recognize the force of the 
objection which has been taken that if free transfers are limited 
{ too strictly to within the same tribe, the market, in the case of 
some small tribes, will be undesirably narrowed. We propose there 
fore to meet this objection by empowering the Local Government, 
with the sanction of the Government of India, to group together, 
when thought advisable, small and what may be called cognate 
tribes in the same district or in a group of districts, and to 
allow permanent alienation without restriction within such groups. 


As regards permanent alionations, therefore, the scheme of the 
Bill, as amended by the Select Committee, now stands thus ; 


‘Any member of a non-agricultural tribe may, without sanction, 
make a permanent alienation of land to any person, except in respect 
of any !fand which he scquires hereafter as an ‘agriculturist’ 

—— from a member of an agricultural tribe, In this-one case he will 
* only be able to alienate, except with the sanction ofthe Revenue- 
t officer, to another ‘agriculturist’ in the same village or toa member 
fr | of some agricultural tribe.’ 


4 ‘A member of an agricultural tribe may, without sanction, make 

. a permanent alienation of land toa member of the same agricultural 
_ —s« tribe, or, in certain cases, toa member of any other agricultural 
tribe included in the same group as his own tribe in the same 
' — district, or, if so notified, in a group of districts. In all 
on other cases, every permanent alienation of land by a member 
of an agricultural tribe will require the sanction of the Revenue- 
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We have revised the definition of ‘agriculturist’ so as to 
e the Local Government, in eases where the first regular 
ettl en ent has been made within the past thirty years, to go back 
— of some previous settlement; we have amplified 
th sition of ‘land’ 3 we have included ‘exchanges’ in, but 
exclude 1 gifts or —— id — — or charitable purposes 
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n, the definitior nanent alienation’; we have made clear 
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made clear that the action of a Revenue-officer, when granting 
or refusing sanction toa permanent alienation, is purely executive, and 
that any such order sanctioning an alienation is no bar to a suit on 
any question of title, or to any question relating to any reversionary 
right, or right of pre-emption, in a Civil Court. 


a * * * 


Il come now to temporary alienations of land, that is, alienations 
by means of mortgage, lease or farm. ‘The Bill as introduced allowed 
for the future only two forms of mortgage, namely, either a usufruc- 
tuary mortgage, with delivery of possession to the mortgagee, for 
a maximum period of fifteen years, and on the condition that at 
the end of the period of mortgage the mortgaged land would revert 
to the mortgagor or his successor in interest with the mortgage-debt 
extinguished, or a collateral mortgage which, in certain circumstances, 
might be converted into a usufructuary mortgage of the nature just 
mentioned. These provisions were in accordance with the recom- 
mendations of the Punjab Committee, except that the maximum 
period of mortgage was reduced from twenty to fifteen years. FExis- 
ting mortgages were not interfered with, except when any such 
mortgage was by way of conditional sale. In these cases, the mort- 
gage was to be null and void, but the Revenue-officer was empowered, 
on the application of either party, to order the mortgagor to execute 
afresh mortgage of the usufructuary nature just mentioned, fora 
period of a fifteen years, or for such “less term as the Revenue-officer 
might consider equitable. We now propose the following modifiea- 
tions of these provisions. 

In the first place, we think that, except as regards conditi 
sales, which ought, in our opinion, to be absolutely prohibited, there 
is noreason to impose any restrictions, whether as to form or period, 
on mortgages made by any member of a non-agricultural tribe to any 
person, or by a member of an agricultural tribe toa member of the 
same tribe or of a tribe in the same group. Then, in deference to 





the opinion expresséd by a large number of the officers consulted on — 


the Bill, we have extended the maximum term of usufre 
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allow a third form of mortgage, whereby the mortgagor will retain 
an inalienable right of cultivating occupancy of the mortgaged land 
as the mortgagee’s tenant, on payment of a fair rent which will be 
determined, in case of dispute, by a Revenue Court under the provi- 
sions of the Punjab Tenancy Act. A mortgage in this form may be 
made for any such term as may be agreed on, but the mortgagor will 
only be liable to ejectment from his cultivating occupaney if he uses 
the land in an improper manner, or, if his rent is payable in kind, if 
he wilfully fails to cultivate the land, or if a decree for an arrear of 
rent has been passed against him and remains unsatisfied ; but, even 
if so ejected from his cultivating oceupancy as a tenant, the mort- 
gagor will retain the equity of redemption of his proprietary right 
on payment at any time of the original mortgagedebt, We also 
propose to give power to the Local Government to allow other forma 
of mortgage, atits discretion, in addition to the three forms just 
specified, so as to permit the use of any existing local kinds of 
mortgage which are of an unobjectionable nature, As regards condi- 
tional sales, we propose, as I have already mentioned, to absolutely 
prohibit the future use of this kind of mortgage in respect of land 
owned by any class of persons, and, as regards existing mortcaces 
of this kind which have been made by any member of an agricul. 
tural tribe, we propose, in modification of the provision in this respect 
of the Bill as introduced, to allow the moértgaree to elect either to 
keep his present mortgage with this particular condition struck out, 
or to apply to the Revenue-oflicer to give him instead a usufructuary 
or collateral mortgage in one of the forms to be hereafter allowed by 
the Bill, on such conditions as to the amount of mortgage-debt and 
period of mortgage as the Revenue-oflicer may consider reasonable. 
Except in the cases which I have just specified, no existing mortgages 


will be interfered with in any respect. 


. — mortgages, therefore, the scheme embodied in the Bill, — 
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Existing mortgages will not be interfered with in any way, 

except when any mortgage which has been made by a member of an 

-*& agricultural tribe contains a condition which is intended to operate 
. by way of conditional sale. In this one class of cases the mort- 
gage will be revised or altered in the manner I have deseribed. : 


The conditions which will apply to all mortgages made under our 
proposed ehactment, and those which may be inserted by agreement 
between the parties, are specified in clauses 7 and 8 of the Bill. 
Some of these conditions [ have already mentioned in explaining 
the forms of mortgage which will be permitted, and I need only say 
further under this head that, in the ease of term-limited usufrue- 
tuary mortgages, the mortgagor will be able to redeem his land at 
any time during the currency of the mortgage on payment of the 
mortgage-lubt, or of such proportion of it as the Revenue-officer 
may cousider to be equitable, and that in no ease will the mort- 
gagor be deemed to bind himself personally to repay the mortgage- 

money. ; 

_ As regards leases, we have amended the provisions under this 
head of the Bill as introduced by (1) including temporary aliena- 
tions of the nature of a farm in the proposed restrictions; (2) exten- 
ding the maximum period of a lease or farm to twenty years, and. 
excising the condition that, if the alienor dies within this period, 
the lease or farm will terminate ; (3) limiting the restrictions to 
cases where the lease or farm is by a member of an agricultural 
ff tribe toa person whois nota member of the same tribe or of a J ae 
J tribe in the same group. Thus the restrictions on leases and farms — 
Ls are brought into harmony with those on mortgages. — ,? —— 
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We have made provision for allowing a person —B—— 
temporary alienation by mortgage, lease or farm for less than twenty 
: "years to make a further temporary alienation of the same land during = 
— the currency the Ries ene — 








RESTRICTIONS ON THE ALIENATION OF LANDs. 209 


remains in possession after the expiry of the term for which he is 
entitled to hold under his mortgage, lease or farm, 


We have also retained the provision of the Bill as introduced 
that a permanent alienation which requires sanction, but which is 
made without sanction, shall be treated as a usufructuary mortgage 
made inthe first form prescribed by the Bill, and we have further 
provided that any mortgage made by a member of an agricultural 
tribe in any manner or form not permitted by the Bill shall be re- 
vised and altered by the Revenue-officer so as to bring it into 
accordance with such form of mortgage permitted by the Bill asthe 
mortgagee may appear to be equitably entitled to claim, and that 
any lease or farm made by a member of an agricultural tribe to a 
person other than a member of the same tribe or of a tribe in the 
same group for a longer term than twenty years shall be deemed to 
have been made for only twenty years. 


As regards the restrictions on hypothecations of agricultural 
produce by members of agricultural tribes which were included in 
— the Bill as introduced, we have, in modification of the absolute 
prohibition of such transactions, proposed to allow alienations or 
charges of this description to be made fora period not exceeding 
one year, orin special cases fora longer period with the sanction of 
the Revenue-officer. 

We have retained the provision which forbids the sale of land 
— in execution of a decree or order, but have so far modified such 
i provision as to make it applicable only to land belonging to a member 
| of an agricultural tribe, and we have also made clear that the pro- 
- hibition only applies to a decree or order of a Civil or Revenue Court. 
ees: ‘Prohibition as to sale will not, of course, extend to temporary 









BK ie Collector, when so authorized by the Civil Court, under section $26 
F of the Code of Civil Procedure. 
We have retained but amplified the — which prohibits the 


I ll 5 we propose to prescribe that transactions which require the 
n of a Revenue-officer shall not be entered in the record-of- 
right porn Se — record under ite —— Land-reveaue Act, 
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by the procedure of the Panjab Land-revenue Act. Wo have also 
made clear that matters which the Local Government or Revenne- 
officers are empowered to dispose of under the Bill shall be excluded 
from the jurisdiction of the Civil Courts, and, in order that all 
proceedings before Revenue-officers under the Bill may be dealt 
with promptly and inexpensively, we propose to exelude legal practi- 
tioners from appearing in such cases, 

The last point which I need mention is that we propose no 
alteration in respect of the general application of the scheme embodied 
in the Bill, subject to any territorial or personal exemptions which 
the Government of Indin may from time to time make on tho 
recommendation of the Local Government. 


I trust, my Lord, that I have succeeded in showing that, while .- 
the Select Committee have not altered the Bill which I introduced 
last September on any important point of principle, their proposed 
modifications of, and additions to, some of its provisions will have 
the effect of placing the scheme under consideration on a broader 
and more elastic basis. As regards the main object of the Bill, 
namely, the restriction of permanent and temporary alienations of 
land by the agricultural classes, the scheme, as it now stands, will, 
as regards sales and other permanent transfers, while adhering to the 
principle of limiting the market of unrestricted transfer to within 
the same village community or agricultural tribe, enable the Local 
Government to meet the case of any tribes which are too small to — 
provide any real market of sale within the tribe, by grouping them - 
with other cognate tribes within the same district or a group of a 
districts ; and, as regards temporary alienations, the maximum period 
form of usufructuary mortgage is proposed under which the mort. 
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[Zxtracts from the Proceediags of the Governor General's Council, 
dated the 19th October, 1900.) 


Pounsasp Atigwation oy Lanp Brrr. 


His Honour tae Linorenant-Govennon (Stn M. Youne) said :— 


While congratulating my Hon'ble friend Mn. Rivaz on having 
safely piloted this Bill through troubled waters and on having great- 
ly improved its form in the process, I am bound to confess that I 
find it impossible to speak with much confidence as to its probable 
effect. Throughout the discussions which have taken place regard- 

ing it, J have been conscious of sceing more clearly the objections 
— legislation than, the arguments in favour of it. I have 
been more in sympathy with the Punjab Revenue authorities of the 
past than with newer views. Fifteen years ago Sim Cannes Arr- 
cHisox, writing of this subject, held the opinion that ‘so far as the 
evils complained of are inherent in the character aml traditional 
habits of the people, or in the gradual extension of law and systematic 
government over a country governed more or less irregularly, little 
- ifanything can be done to improve the position of the agrieulturists.’ 

Re = Two years later Cotone. Wace, one of the most thoughtful and 
* experienced Revenue officers whom the Panjab has produced, wrote 


a in this connection that ‘we cannot succeed in protecting people against 
FE themselves; nor ought we to hamper those who are thrifty by 
: ‘restrictions intended for the protection of those who are not.’ Sm 


James Lratr in 1891, though strongly impressed with the danger- 
ous rapidity with which transfers of land were proceeding in the 
‘Punjab, thus expressed himself: “No one ventures to say that we 
F ean go back from the gift of proprietary right, and it is generally 
mitted that it existed before our time, and that what we have 
rel ‘done is to make it moro valunble, and thereby to promote its 
ing c ed and eventually transferred.” He confined his recom- 
nel 5 to measures designed to check the progress of transfers 
. os 10 me ‘it is due to the action of our laws and Courts. His pr>- 
im — of ant ‘Act to be fused for the Punjab on the mde! 
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lines. No action up to date has been taken on these proposals, and 
the letter forwarding them remains unanswered. Personally I should 
have been content to follow Sin Jases Lyraut’s programme, But 
restriction of the power of alienating land had no place in his scheme, 
nor did he ever contemplate such direct interference with the discretion 
of proprietors. The initiative in this respect was taken by the Govern- 
ment of India in 1895, when the Governor General in Council 
announced the distinct opinion that some action in the direction of 
restriction upon the alienability of land is generally advisable and 
even necessary throughout India. As explained by the Hon'ble 
Mover in his speech in this Council on the 27th September, 1899, 
this opinion was framed in connection with, though not in conse- 
quence of, the recommendations of the Commission appointed in 1891 
to report on the working of the Deccan Agriculturists’ Relief Act 
of 1879 and on the desirability of extending a similar measure to 
other Provinces. What led the Government of India to this conclu- 
sion has nob been explained. The idea did not emanate from the 
Local Governments, and up to the present time I believe no province 
except the Punjab has been asked to consider it. I shall probably 
not be far wrong if 1 say that Mra. THorsunn’s advocacy of the cause 
of the indebted peasant of the North-West Punjab against the money- 
lender had a good deal to say to it, while the distinguished Punjab 
officers who at that time and «ince have been connected with the 
Supreme Government have greatly influenced the decision. Be that 
as it may, the proposal to restrict the alienation of land in the Punjab 
was made to Sir Dennis Fitzpatrick in 1895 by the Government 
of India and not initiated by the Punjab Government. In reply er 
Si Dexwis Firzrarnick committed himself to the opinion that, if 4 
an overwhelmingly strong case were made out in regard to any | 
particular tract, legislation empowering the Local Government to —— 
interfere with alienation in that tract would be justifiable, and having 
satisfied himself that such a case had been made out in regard to at 
least one assessment circle of one tabsil in the Gujranwala District, 
he founded on this conclusion a recommendation for an enabling Act — 

restricting transfers, not for an Act applying throughout the Province. — 

8 The reply to Sm Duxxis Frrazparnicn’s proposals was received ine an bt 

* April, 1898, after I had succeeded to the Lie eR eee 
—— —— 
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first, that a strong case seemed to have been made out for prohibiting 

all permanent alienations of agricultural land, except with the sanction 
vs. of some duly empowered Revenuo-officer ; and, second, that the legis- 
= lation for giving effect to this view should be general and not 
‘y partial in its character, in contradistinction to the proposal of Sir 
Dennis Frrzrarnick. I was invited to summon a Committee of 
* selected officers to advise me in framing my conclusions upon the 
a scheme of the Government of India, and this I did after circulating 
to selected officials and non-oflicials a series of questions framed on its 
proposals, and submitted the resolutions of the Committee with my 
- own opinion, not quite so soon as I was asked, but still within four 
months of the date of the letter calling for it. The proceedings were 
conducted at high pressure, but the subject was familiar to all of us, 

and my own opinion, which had been formulated and recorded nine 


=P years previously, had not changed since that time in any material 
i degree ; and, had I felt myself at liberty to do so, I should have 
,. — reiterated my former views and advocated resort to the less drastic 


measures proposed by Mn. Exsatix and myself as Financial Commis- 

sioners in 1889, and amplified by the then Licutenant-Governor, Sm 

F James Lyart. But there were two reasons against my taking this 
— course. The first was that the Government of India with those 
ies “ opinions and many more before it had committed itself to a definite 
* preference for interfering with the right of alienation, and, although 
I was freely invited to express my opiniofi, I felt I should only be 

justified in placing myself in opposition to its views if absolutely 
sure that the policy was mistaken, and that the measure could not be 
adapted to the Province in any form without serious risk. I was not 
prepared to go so far as this. In stating my second reason I have to 
make an admission. The officers whom I nominated to the Committee 
represented the best experience available, and a very strong embodi- 
“ment of it. Idid not pack my jury, but just took the best officers 
! | Teould — together. And they were unanimous in accepting the 
of the Government of India scheme. Under these 
tances, while giving full expression to my personal doubts as 
‘0 the —* som of the measure, I considered it the more important 
— duty to give it the best shape possible, and this was what 
| — in conducting the proceedings of the Committee, 
the opir x hla J.sepasitid to the Government of 
Es 7s. Council. “It would have rendered 
— ie” a 
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the explanation, which I have felt it my duty to give, unnecessary. It 
would have made it clear that while the measure now before the 
Council goes beyond the utmost recommendations of the Local Govern- 
ment itself, it has the support, on the one hand, of the deliberate judg- 
ment of the Government of India, and, on the other, of a strong 
body of opinion within the Province; it would have shown that while 
I was personally very doubtful, and even apprehensive, of the effects 
of such a measure, I had waived my personal opinion, and confined 
my efforts to shaping it so as to conduce in the best possible manner 
to the end desired. This attitude has been described in one quarter, 
which Iam bound to regard with veneration, as ‘correct.’ It will no 
doubt be described by others as timid. Ido not much care what is 
thought of it, but I am anxious for reasons which I will explain that 
my position should be made quite clear. That position is described in 
the following extract from the opinion already mentioned — 


Assuming that the Government of India have determined to adopt stringent 
measures for checking the alienation of land, and to make those monasures of general 
application to the Punjab, subject to special exemptions, I recommend that tho 
scheme accepted by the Committees for dealing with permanent alienations, of which 
I have given some account above, be approved. I bolieve it to be workable, and to bo 
as little open to objection as any which can be devised; while, if successful in chock- 
ing the transfer of land to the hands of the money-lender without undaly depre- 
ciating the wealth of the asmindar or creating wide agrarian discontent, it will be a 
boon to the country. 

This, after the fullest consideration, is all I am able to say in 
favour of the Bill, and it ison this assumption and subject to this 


consideration that I shall record my vote in its favour. 
But, my Lord, it is not merely for the purpose of justifying my 


vote, still less with the object of gratifying i not unnatural desire to 
explain precisely my attitude towards ameasure which will affect so 


closely the vast majority of the people of the Punjab, that I have 


taxed the patience of the Council with what sounds I fear too | much 


like a long personal explanation. T have a more it 
: man: this Bill is — ———— 
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nor have they as yet any iden how they will be affected by the 

measure, Nor, I venture to say, has any Member of Your Excel- 

lency’s Council. It is only when the provisions of the Bill come to 

be applied that we shall learn the effect of the experiment. How far 

they will depreciate the value of land, how far they will be disregarded, 

how far they will be evaded, how far they will pinch the borrower, 

or make the lender’s trade impossible, will only be revealed by degrees. 

The venture, which is a bold one, may be successful, or it may 

be a failure. But failure in legislation is of two kinds. A law may 

be more honoured in the breach than in the observance, and no great 

harm is done, though such laws are to some extent a source of weak- 

' ness to the Administration. But if it actually results in injury to any 

* class of persons, the failure is more serious. And the question 

| whether this measure will cause injury or not depends very largely on 

r the way in which it is worked. The Government of India has re- 

tained in its own hands to a large extent the working of the Act, 

This seems to me not unreasonable in view of the fact that it ie the 

Government of India which is responsible for the enactment. But, 

" when the Local Government proposes rules or notifications under the 

7 Act, I hope it will be remembered that the Punjab Committee con- 

* sidered that their proposals embodied the maximum in the direction 

. of restrictions on alienation which could be regarded as either safe 

or desirable in the interests of the Province, and that, although a 

strong body of opinion exists in the Province, that interference with 

the right of alienation is possible and justifiable, those most nearly 

—. affected cannot be said to have manifested any desire for such legis- 

in. lation, while the Head of the Local Government, concurring with his 

— a predecessors, would have preferred a less drastic measure to that now 
— * re the Council. P 

* And now, my Lord, having explained the limitations under which 

my vote in favour of this measure will be recorded, I propose to make 

3 — only a few remarks in regard to its provisions. As explained by the 

AUeonblo Mov pene te Ba the proposals of the Punjab 
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Committee contemplated no interference in respect of alienations 
of land to agriculturists. The Hon'ble Member in charge of the Bill 
explained in his speech on the 10th August Inst why he was unable 
to accept this view. The reason was because the agriculturist 
is also in many cases a trader and a money-lender. Accordingly 
the Bill as introduced in September, 1899, limited the freedom 
of such transactions to members of the same agricultural tribe 
residing in the district where the land was situated. The limits 
of the district for the purposes of this provision might be 
extended or restricted. The term ‘agricultural tribe’ was 
similarly liable to formal definition. The Panjab opinions 
recorded on the Bill supported almost unanimously the view of the 
Punjab Committee, and advocated no restriction on alienations to 
members of an agricultural tribe. In my opinion of the 15th May 
I strongly advocated this course, because otherwise matters would 
be made too hard for the small proprietors of small tribes. I 
pointed out that the main object of the Bill would not thereby be 
interfered with, while its principal danger would be averted. 
With ‘reference to tliis view the Hon'ble Mr, Rrvaz explained that 
the Select Committee had recognized the force of the objection that, 
if free transfers were limited too strictly within the same tribe, 


the market in the case of some small tribes would be undesirably | 


narrowed. Accordingly he announced that the Bill had been amended 
so as to permitof the grouping together, when thought advisable, 
of small and what may be called cognate tribes in the same district 
or in a group of districts, and to allow permanent alienations 
without restriction within such groups. Now, the Bill itself as 
amended and as now presented to the Council says nothing about 
cognate tribes. It merely provides in section 4 that the Local 
Government, with the previous sanction of the Governor General in 
Council, may determine what bodies of persons in any district or 
group of districts are to be deemed to be agricultural tribes or 
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the Bill the Government of India will disregard the suggestion, 
which is not contained in its provisions, to group only those 
tribes which are cognate, and will give full effect to the view of 
the Punjab Government and its officers in considering the recom: 
mendations of the Local Government under section 4 of the Bill, 
Tcannot too strongly insist upon the view, that the great danger 
of the measure consists in the effect it will have on the small 
agricultural tribes, which will often be found scattered in isola- 
ted villages far distant from each other. The machinery for meeting 
the case of such tribes is provided in the section I have quoted, 
and I hope it will be freely utilized. 

I find it unnecessary to refer to any other provision of the 
Bill which, on the assumption which Ibave explained, and subject 
to the remarks I have made, I accept as the best measure that can 
be devised for giving effect to the views of the Government of 
India. I shall direct my best attention during the remainder of 
my term of office to its working, and earnestly hope that it may 
conduce more than I anticipate to the welfare of thfe agricultural 
population of the Province, 


: I will only add in conclusion that the legislation of this Bill 
* needs to be supplemented by a system of Agricultural Banks, and 
F that I listened with much satisfaction to the announcement of my 


8 NHonble friend Mx. Rrvaz that the Government of India had such a 
* _ system under consideration, and that of the Hon'ble Finance Member 

s that he regarded. the project with special interest and proposed 
co shortly to take it in hand. 






Tue Hox’ste Mr, Rivaz said :-— 
at ‘With reference to some of the views which have been expressed 


the speeches just delivered, I am afraid that I must ask the 
eee to bear with me while, at the risk of exposing myself to 
he charge of wearisome repetition, I make yet a few further re- 
regarding that all-important part of our scheme which im- 
itrictions: on permanent and temporary alienations. I say 
a | the main object of the scheme is to discourage, as far 
— — — tribes from selling their 
the that sales to professional 


a \ Bee / 
money-! ag Aa be be _ prohibited, yet wish to leave the 
market of sale — xd as regards — of — 
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tural tribes between themselves, I wish to say, how can this be 
justified ? Our sole justification for interfering with the free 
right of sale which the Punjabi land-owner has hitherto possessed 
is that he has proved himself incapable of making proper use of this 
right, and that he has been unable to resist the temptation of rai- 
sing moncy on his land, even to the extent of selling it, for 
purposes of pure extravagance. If, however, we only go so far as to 
prevent him from selling his land to the professional money-lender, 
but still allow him to sell as he pleases to any member of any 
agricultural tribe, what would be the result ? To my mind it would 
certainly be this. We should, by thus partially narrowing his 
market of free sale, depreciate the selling value of his land 
to some extent, but not sufficiently so to discourage him from selling 
except in cases of real necessity. He would still be tempted to 
sell for purposes of extravagance, but whereas formerly, when he 
wanted to raise (say) one hundred rupees, he could do so by selling 
a couple of acres; he would now have to sell three. Would this be 
a fair way of dealing with the small proprietor ? He would certain- 
ly disappear under such conditions at a more rapid rate than he is 
disappearing at present. I am not prepared to say whether the 
accumulation of large landed properties in the Punjab is, from a 
political point of view, desirable or not; but I do say most 
distinctly that it is no part of our scheme to encourage the growth 
of large properties at the expense of the small proprietor. I 
repeat thatour main object is the preservation, not the extinction 
of the small proprietor. This then is my objection to keeping 
the market of free sale as wide as some desire to keep it, a 
however, we limit the market, as our scheme contemplates, to the 

tribe, or, in special cases, to a group of small similar tribes, 
then I claim that we are really narrowing the opportunities for 
sale toan extent which will remove the temptation to sell needless- 
ly, yet will afford a sufficient market in cases of real neces 
As I have said before, it is neither possible nor desirable to pro- 






hibit sales altogether. The individual must i in some cases part with — 
| — but under our —— — — 
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at 
His Honovn tne Ligutenant-Govennon remarked, in his speech in * 


this Council on the introduction of this Bill a year ago, ‘there is 

nothing absolute about the restrictive provisions. The person 
who lies under the greatest disability under the proposed Bill 

can obtain a dispensation from its provisions, if due cause be 

shown.’ 


Moreover, it must be remembered that, although our scheme 
imposes material restrictions on sales, it provides large facilities, 
larger, perhaps, in my own opinion as the Bill now stands, than is 

* altogether desirable, for raising money on mortgage. In short, 
the key-note of our scheme is to discouraye sales but to provide 
ample reasonable facilities for temporary alienation. 

Tue Hoy’ste Mr, Turrer said :— 


* As I have been closely connected with the progress of the present 
% measure in its different stages during the past four years, I am 
— 

anxious, with Your Exce..ency’s permission, to take this opportunity 


a of explaining why it has my hearty support. = 

y | The reasons for adding to the already existing resfrictions on the 

<p transfer of agricultural land in the Punjab are both political and 

a economic. While I admit the force of the economic reasons, which 
have been fully explained to-day by the Hon’ble Member in charge of 
the Bill and by the How’stz Nawas Munamuap Hayat Kuay, I wish to 
say that it is the political reasons which have most strongly influenced 

; my judgment in this important matter. 

Here, as often happens in India, the political argument is in a 
measure an historical argument. It is what I have gathered during 

a e course of my service concerning the political and administrative 

.. _ history of the Punjab that has convinced me of the political necessity 


_ of some measure of the present kind. 


_ The written history, the traditions, the existing tenures and the 
social institutions of the Province combine to suggest the probability 
that before any authentic and continuous narrative becomes possible 


pat 


— of the greater part of the Punjab were peopled by anirly 


d pre vuilone iniatiiania and. pisses’ thecuelves’ off ‘the : 
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_ better suited to success in the field of battle than in the Courts of law. _ 
No one wishes men of this type, whose courage in our cause has again 

eneinatiell!— ~ 
ands. I say no one advisedly, for I do not believe. that even the — 
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Yusafzais, Muhammadzais, Khalils, Mohmands. and Daudzais estab- 
lished themselves in the Peshawar Valley.. When the Delhi empire 
fell to pieces, and in the Punjab the confusion consequent on its ruin 
was worse confounded by the successive irruptions of Nadir Shah and 
Ahmad Shah Durani, many of the tribes of the Western Punjab 
asserted an independence similar to that with which we are familiar in 
the case of the Afridis and the Orakzais, Amongst these independent 
tribes I may instance the Gakkhars of Rawalpindi, the Janjuas of 
Jhelam and the Sials of Jhang. By this time also the Sikh smyals, 
which were in origin predatory bands like those of the Pindaris, were 
acquiring or had acquired political and territorial power. The inde- 
pendent tribes came into conflict with the now formidable Sikh meals, 
and the m/s in their turn were incorporated in the vigorous army and 
the tolerably well consolidated kingdom of Maharaja Ranjit Singh. 
In the Eastern Punjab the history was rather different. But in the 
border land between the Sikh and the Mahratta Powers strong Jat 
villages frequently defied all authority; and the Sikh mis/s, as in the 
Central and parts of the Western Punjab, acquired dominant autho- 
rity in the country between the Sutlej and the Jumna. The composi- 
tion of the Sikh mis/s is somewhat obscure, and the mis/s certainly 
often included men other than those belonging to the dominant clans; 
bat I think I may safely say that the mis/s were mainly recruited from 
Jats, that is, from men of those very agricultural tribes thickly 


clustered in the central Punjab whom it isan object of the —— 


measure to maintain in the enjoyment of their ancestral lands. 


Now, one result of all the history is that we still have the lands 
of the Punjab plains held largely, though not exclusively, by tribes of | 


bold traditions and high spirit, whose courage and love of adventure 
commands the hearty sympathies of men of our race, but whose in⸗ 
herited qualities, formed in times of war and depredation, are far 
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tribes are threatened under our rule is not, I think, due to any 
deliberate design or wish to oust them from their possessions, but té 
the scope allowed to perfectly reasonable commercial instinets from the 
time when law and order superseded the anarchy and turbulence of 
former days. And these commercial instinets, even though they do 
not evoke enthusiastic sympathy, we, who belong toa pre-eminently 
commercial nation, can regard at least with justice and respect. 

In truth, the contest between the agricultural tribesman and the 
moncoy-lender for the sources of wealth which have been so enormously 
developed in the Punjab during the last half century seems to me 
to have been quite inevitable. It has been suggested that the present 
legislation is revolutionary in character and unsuited to the social con- 
ditions which exist in the Punjab. I venture to think that the 
converse is true. The object of this Bill, as I understand it, is to 
avert a social revolution, not to create one. The Bill is conservative 
of the possessions and status of the classes who were dominant before 
our day and still represent by far the most unportant political forces 
which we have to take into account in this part of India. It has 
_ been cautiously devised by the co-operation of many authorities to suit 
the peculiar social conditions which have followed upon the regular 
working of British Law Courts in what was once the kingdom of 
Ranjit Singh. 

It would be possible to take this Bill clause by clause and show 
* how each is intended to harmonise either with the rural economy of 
the Punjab at large, or with the administrative system which we have 
established there. I do not propose to occupy the time of the 
Council with any such detail; but we may take as an illustration a 
J main principle of the Bill, namely, that as between certain classes 
+ — transkers of agricultural land shall be allowed only with the 

— |g . of a Revyenue-officer. Restrictions on the transfer of land 
. are, as my How'stx friend Nawan Mvnaw“apv Hayat Kaan and the 
< — Mn. Fansuawe have pointed out, no novelty in the Punjab. 
7% os — administrative restrictions dating from 1850, referred to by 
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restrictions, which in cases affecting certain classes we are about to 


* make absolute, on the sale of agricultural land in execution of decrees. 


All these restrictions have failed for various reasons to avert what 
some of us have at length, after fifty years of British rule, been 
convinced that it is most necessary to avert—I mean a direct though 
never-desired and never-intended consequence of the establishment 
of that rule on the position of the old agricultural tribes. 

The early administrative restrictions took their later form in the 
law of pre-emption. That law in itself was insufficient—for this 
reason amongst others, that it deals with the issue perceived by the 
first administrators of the Panjab, the issue between the village- 
community and the outsider, and does not deal with the much wider 
issue now seen to have been developed—that between the trading 
classes and the old agricultural tribes. Moreover, that law, as it has 
come to exist, actually admits the outsider whom it was the original 
intention to exclude. ‘This defect will, I hope, be shortly remedied 
by a Pre-emption Bill to be introduced in the Punjab Council, partly 

on its own merits, and partly as being supplementary to the present 


measure. The customary law relating to the claims of reversioners— 


is wholly insufficient, both because its action depends on the interests 
and even the caprice of individuals, and because, while alicnations 
may be made in case of necessity, necessity has been held to exist in 
money if wanted for just debts. Finally, the Punjab rules as to 
sales in execution of decrees have been evaded by resort to mortgages 
by conditional sale. I do not pretend that the step we are now taking 
is not a momentous one ; but to my mind it seems just as much a 
natural consequence of the administrative history of the Province as 
the retention of the zamindar in the possession of his ancestral lands 
is a i i ising out of its political history. Restric- 
auton itelaen aed elem ite actual mark or has other- 
wise failed to secure that retention. Is it not at least reasonable that 
present legislation ? . wes 

As to temporary transfers, if the mortgagor is not a member of 


‘an agricultural tribe, or if he is such a tribesman, and the mortgagee 


is a member of the same tribo, or of a tribe in the same group, there 
| —— — 


is no change in the law except —— peat ors — 
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for adoption those forms of mortgage which are believed to he least 
harmful to the agricultural debtor ; and because some forms of mort. 
gage and conditions of mortgages not recounted in the Bill may 
nevertheless turn out to be innocucas, we have guarded the position 
by enabling the Local Government to add to the forms of mortgage 
and conditions so enumerated, This is one of the many precautions 
we bave taken to ensure that the Bill shall not jar with the common 
customs of the peasantry. 

Lastly, I wish to express my concurrence with some of the re- 
marks of the How’pie tun Nawan in regard to the trading classes 
from whom most of the opposition to thie measure proceeds. I agree 
in the assertions made by him and in some of the papers connected 
with this Bill as to the important and useful place which'the village 
‘money-lender occupies in the agricultural system of the country. 
I hope and indeed believe that the more enlightened members of the 
trading classes, all of whom have benefited enormously by Briti«h 
rule, will recognise that in the present legislation there is neither any 
hostility to them nor any disregard of their just rights.. We do not 
indeed wish them to supplant the zamindars, and so far as we can we 
intend to prevent their doing so. But we mean that the zamindarm 
shall pay their just debts; and I have heard today with much 
satisfaction that measures are in contemplation which will enable men 
of the trading classes,—or indeed of any class,—who hold decrees 
‘in their hands, to get their money for them more easily than is often 
the case now. I would repeat bere the remark that I have made 
elsewhere that a far-reaching measure of the present kind is the 
‘more likely to succeed if it does injustice to nobody. It is not, in 
My opinion, in any way unjust to the zowter. It leaves open a wide 

f field for the investment of capital in the customary way in mortgages 
- of a suitable description—mortgages which do not need the sanction 
ss @f any revenue authority bat are necessarily subject to the essential 
_— eondition that the mortgagor who isa member of an agricultural 
sss tribe shall not be permanently dispossessed. Is it too much to ask 
————— who owes so much to law and order and improved 
and the assistance of the courts, to be content without 
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at any time temporarily interrupted ? The permanent transfer of the 
ancestral lands of the agricultural tribes to the trading classes does 
no gowl whatever so far as I can see, not even economic good, for 
the agricultural tribes are the better agriculturists: and on the 
historical and administrative grounds which I have explained I 
heartily rejoice that Government has determined as far as possible 
to put a stop to it. 


His Excec.exncy THe Presrpent said — 


When the Government of India utilises its logislative power 
to pass what is certainly a drastic, and has been described in the 
course of these debates as a revolutionary, measure, affecting any 
subject, but more particularly affecting the land, there are two 
questions as to which it should, in my opinion, satisfy itself. 
The first is—has the existence of an evil, calling for legisla- 
tive interference, been established ? The second is—is the 
particular legislation proposed the right remedy ? 

The first of these questions we had answered to our own satis- 
faction a year ago. A careful study of the reports and returns, 
extending overa period of more than thirty years, had convinced 
the Government of India that the alienation of land in the Punjab, 
practically initiated by the British Power after annexation, is 
progressing with increased and alarming rapidity ; that in conse- 
quence of this progress land is passing away from the bands of the 
agricultural classes whom it is our policy to maintain upon it, and 
into the hands of classes or persons who, whatever the part that 


they may play in the economy of agrarian life, are not, in our 
———— — 
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peasantry that we apprehend. It is a despondent, debt-ridden, 
expropriated and impoverished land-owning class, particularly 
a class recruited from the stable and conservative elements so 
forcibly described by the Hox'ate Mn. Torres, which would be both 
msource of weakness to the province and of alarm to the State. 
Again, it has been said today that the sowkar is very uosefol andl 
even indispensable factor in rural life, who is quite content if 
} he secures his reasonable profits, and has no a priori appetite 
for land. So far as I can see, the model money-lender whom I have 
described, and whose utility Ido not dispute, will not be at all 
injured by this Bill. The zaméndar will still require thoney, and 
the daniya will continue to provide it. But it is the Surtocx, who 
insists upon his pound of flesh, and who, under the existing system 
is in the habit of taking it in land, because it isthe one seourity 
which his debtor can furnish, at whom we aim. A money-lending 
class I fully believe to be essential to the existing organisation 
of agrarian life in India ; but we do not desire to see them convert- 
P ed into land-grabbers, either voluntary or involuntary, at the 
3 expense of the hereditary occupants of the soil. 
: I do not, therefore, feel any doubt as to the seriousness of 


i the malady which we have been called upon to diagnose, and for 
) F which, if we value our responsibility, it is our duty to prescribe. 
Nir But there arises the second question, whether we have or have not 


adopted the right prescription, 

| Now, there is one objection that has been raised to our Bill 
which would equally apply to any Bill. It has been said that social 
customs and institutions cannot be changed by arbitrary dispositions, 
either of law or executive authority ; that they should be allowed. 
to work out their own salvation ; and that, in the process of what 
is described as evolution, but is in reality only blind and irres- 
abnegation of control, the desired reform will some day 
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accepted the proposition that social and agrarian evils are not 
to be rectified by legislation, where, I wonder, would the boasted 
advance of the nineteenth century have been ? How would the 
men in our coal-mines, the women and children in our factories, 
ever have secured the full protection which they now enjoy ? Would 
labour have emancipated itself from the all-powerful control of 
capital ? Had they not been guaranteed by legislative enactments, 
where would the valued privileges of compensation for improvements, 
compensation for accidents, compensation for disturbance, have been ? 
Even in India itself how should we have built up the fabric of 
social and agmrian rights without the instrumentality of the law ? 
Finally, as regards this particular case of land in the Punjab, 
I do not see how there can be anything immoral or revolutionary in 
taking away or modifying a privilege which, it is proved beyond 
possibility of doubt, was for the most part one of our own arbitrary 
creation. Tf it is an improper thing to diminish or destroy 
proprietary rights in land because it involves an interference 
with the cours? ‘of nature, equally was it an improper thing to 
create them as we did fifty years ago, when they did not already 
exist. You cannot apply the argument atone end of the scale, 
without admitting it at the other. This is the answer to the plea 
of inviolable promises and inviolable rights that was put forward 
today by Sin Hanwam Styon. The objections in principle to legisla~ 
tion of this description may, therefore, I think, be disregarded. 


There remains the question whether this particular Bill and the 
methods to which it proposes to give the sanctity of law are the best 
remely that could have been devised. I have been a good deal struck 
in the discussion, both in Council and in print, by the absence of 
any alternative prescription. Inaction, I may point out, is not an 
alternative, It is only an evasion of responsibility. It does not, ‘of 
course, follow, because no other suitable or likely remedy has” been 
pointed out, that ours is the sole or the right one, Such a contention 
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I now turn for a few moments to the Bill itself. It will not be 
denied that we have proceeded with the various stages of its growth 
and enactment with singular care and deliberation. The Bill in ite 
original shape was tho outcome of years of patient study. In the 
form which it has now finally assumed, it also bears the impress of 
repeated reference, of diligent reconsideration, and of an anxious desire 
to meet, in no dogmatic frame of mind, the criticisms whether of 
expert authority or of public opinion. We should, I think, have 
been very obstinate and unwise had we adhered to every clause, or 
even to every leading feature of the Bill, as introduced last year. 
It was emphatically a case in which a reasonable spirit was called for,. 
andin which some concession was required to the arguments of 
opponents, not for the mere sake of compromise, bat in order to 
bring the measure into closer harmony both with the feelings of the 
community and with the needs of the case. It is in such a spirit 

Ps that the Bill has been conducted through Committee by the How’stx 
Mr. Riyaz, on whose behalf it will, I am sure, be admitted by all 
of his colleagues that if he has been clear as to where “to gtand firm, 

L, he has also known exactly how to conciliate and where to yield. As 
* a result of the labours of the Select Committee, for which I must, 
li on behalf of the Government of India, thank all its members, the 
| Bill now emerges a more efficient, a more elastic, and therefore a 
i | more workable, measure. In the old Bill, for instance, the Revenue- 
officer’s authority for every permanent alienation of land was made 
obligatory even in cases of merely formal sanction to alienation 
between non-agriculturists. Now this sanction has been wisely dis- 
pensed with. Next, we have extended the maximum period of 
mortgage, when made by a member of an agricultural tribe outside 
his tribe or group of tribes, from fifteen to twenty years; we have 
_ added another form of mortgage which is likely to prove both ser- 
vieeable and. popular; and we have given power to the Local Govern- 
— to prescribe, in case of necessity, yet other variations. These 
oy e only a few : among the many changes, and, as I think, improve- 
— whic have been introduced into the Bill. Ido not say that 
: ‘they have cons ertec it into a measure. I have seen enough 
of agraria :Tegistation in the British Parliament to know that it never 
— Ee ne aeons are thought in advance 
be it mi vat Spates @ aml unforeseen eones · 
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Irish Land Bills in this respect. Some of its provisions will not do 
what is expected of them. Others will meet with a surprising and 
unexpected vogue. That is the fate of all experimental legislation ; 
and that weare making a great experiment I for one have never denied. 
Given the desirability of making it, which I have already argued, 
the utmost that we can do is, as far as possible, to anticipate every 
likely consequence, and to graft upon it the wisdom of the most expert 
intelligence. 


There are some features in the Bill upon which I admit that the 
arguments are very evenly balanced. It has been said, for instance, 
Vat we have drawn the restrictions too tight, that the phrase ‘ agricul- 
turist" is too narrow and inelastic a term, and that there should be 
no restriction upon dealings between members of that class, I am 
not insensible of the danger of unduly narrowing the market for the 
compulsory vendor, or again of excluding as a purchaser the dona fide 
cultivator who may not happen to fall within the agriculturist defi- 
nition. But, op the whole, I think that in these respects we have 
gone as fareas prudence and the main principles of our legislation 
allow. The embarrassed land-owner should find a sufficiently wide 
market within the limits of hir tribal group; while the category 
of agriculturists is, as has been shown, neither so rigid nor so exclu- 
sive as has sometimes been assumed. Money-lenders are inside as 
well as outside it; nor need the credit of the debtor be permanently 
impaired for lack of a partner to the desired transaction. 


As regards the future of this legislation, I will not be so rash as 
to prophesy. I should be treading upon too uncertain ground. One 
thing only I will predict, namely, that the gloomy forebodings of its 
opponents will not be realised, The case for the Opposition, as I 
may call it, has been stated upon a previous oceasion in this Council, 
and again to-day, as well as in a printed Minute of Dissent, by the 
Hon’ste Sm Hanwam Stxon. If we are to believe the opinions 
which he has expressed or recorded at different stages, and I quote 
his actual words, the majority of the peasant-proprietors of the Panjab 
are to be reduced by this Bill to s state of serfdom worse than that: of 
ioe Millie. hems 1 te eles he ee 
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destroyed; and the progress of the province will be tetarded for at 

least fifty years. Every age and every epoch has had its Cassandra; 

and | do not complain of my Hon'ble friend for donning the familiar 

garb. I venture, however, to think that if his superlatives had been 

fewer, his invective would have been more convineing, and that bis 

vaticinations will be found to have been a good deal exaggerated. If 

this be so, I am confident that no one will be better pleased than 

the Hon’ble Member himself. I will not rush to the opposite ex- 

treme. I have no intention of claiming that universal peace, or 

prosperity, or afflaenee will settle down upon the land in consequence 

of this Bill. Far from it. There are many questions as to the fature 

to which I should hesitate to give a confident reply. ‘Will this 

measure really secifre to the agricultural tribes of the province the 

full possession of their ancestral lands? Will it restrain them from 

reckless borrowing? Will it save them from the mesh of the usurer? 

Or, while protecting them from usurers of other castes, will it hand 

over the feebler and less thrifty units in the class to the richer and 

more powerful members of the tribe? Or, agaifi, will it effectually 

divorce the money-hags of the province from the one form of invest- 

' ment which has slways been dear to successful speculation? It 
. would require a keener insight than mine to answer such questions 
with any certainty. It may be permissible, however, to anticipate 
that while all of these consequences will to some extent ensue, no 
1 one will follow to the exclusion of the others. The moneyed classes, 
th the mouveaus riches, will still have their opportunity of obtaining land, 
— but not on such easy terms as in the past. The agricultural tribes- 
men will not all ina moment be converted to fragal or provident 
i, nt habits ; but the opportunities and the temptations of borrowing will, 
ay i it is hoped, be less. The weakling and the spendthrift will still go 
any der, and his possessions will pats to his stronger brethren. But 
pee | — transfer will be more frequently to men of his own tribe or tribal 
—— and less frequently to outsiders who are not connected either 
a the traditions or with the traditional occupation of the province. 
_transition will not be abrupt or sensational. It will be enongh 
i gradual, it is sure. I shall myself watch the venture 
wit b the warmest sympathy and interest, not merely because I have 
Poe ad dof the Government of India st the time when this il 
as parsed ji —— ———— to have been framed with 
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is the first serious step i in a movement which is designed to free the 
agricultural classes in this country—the bone and sinew of our 
strength—from an incubus which is slowly but steadily wearing 
them down. 
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Tue Poxian Avienation or Lanp Awenpwent Bit, 1906, 
Statement of Objecta and Reasona. 


The first and most important amendment contemplated — the 

present Billis the abolition of the statutory agriculturist. This is 

_effected by the repeal of section 2 (2) and of section 3 (1) (4) and the 
proviso thereto. 


The experience gained of the working of the Act has shown that 

there are grave objections to his existence. The fundamental objection 

is that the so-called agriculturist is in many cases not an agriculturist 

at all, and that when he is not a member of a notified agricultural 

tribe he frequently belongs to the ania class whose acquisition of 

the lands of agricultural tribesmen it is the primary and avowed 

object of the Act to prevent. In every village where there are agri- 

culturists who are not members of an agricultural tribe, there is a 

: standing menace to the successful working of the Act If « dania 

has held land for 30 or 40 years in a village, he does not cease to be 

a danta; and if he is a land-owner, it does not follow that he is not 

also a money-lender. There is nothing in the structure of rural society 

in the Punjab to separate damias who have held lands since the first 

Regular Settlement from others. At present such a éanéa is in a 

H position of great advantage, because the door closed upon the mass of 

. the money-lending classes is left wide open to certain members of 

those classes who in the absence of competition of their class have 

better opportunities now of permanently acquiring the lands of zamin- 

_  .,  dars than they had before the Act was passed. 

—— Agriculturists who are not members of notified agricultural tribes 

_-—s will be found to belong to one or other of the following groups, 

aS namely, — danias, that is, village shop-keepers, grain-dealers and 

__ money-lenders, whatever their caste or tribe; I] Hindu settlers who 

are not money-lenders ; III village menials; and IV tribes practising 

a paige but usually having also various other avocations, such as 

pecs -lending, military or other service, and the like. The 

individuals falling under groups I, II and III could, it is 

ed, be quite adequately met by the power to sanction per- 

ali 1s conferred on Deputy Commissioners by section 3 (2) 
| — falling under group IV, »— 
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there is the power to notify them under section 4 of the Act. They 
frequently petition to be notified, and the facts are examined from time 
to time, and if it is possible, consistently with the objects the Act, they 
are notified accordingly. 


The inclusion of the statutory agrioulturist has led to great diffi- 
culties in the working of the Act. The status is a highly technical 
one, and the people and many Revenue Officers have had great diffi- 
culty in comprehending the exact position which he occupies under the 
Act, In some districts the records of the first Regular Settlement, or 
of the Settlement fixed for the purpose of determining who are agri- 
culturists, do not contain the names of all the proprietors or occupancy 
tenants which renders it difficult to determine whether persons claim. 
ing the status actaally possess it, A farther difficulty has been 
caused by the necessity of providing that the Revenue Records shall 
show details of land purchased by agriculturists from members of 
agricultural tribes for the purpose of checking subsequent sales of the 
same land,—rrde the proviso to section 3 (1) (4) of the Act. These 
difficulties ar® not of great moment: the real objections have been 
stated above. The statutory agriculturist. appears to have been the mere 
creature of the fears with which the working of the Act was re- 
garded by those who had no real faith in its principles. The experi- 
ence now gained shows that those fears were not justified. His 
abolition is proposed not because the working of the Act shows that 
he is already absorbing the lands of zamindars, but because the Act 
gives him the opportunity to do so and because it ia a flaw in prin- 
ciple to exclude the éemfa in a great masse of cases and admit him in 

| a comparatively few on the basis of an accidental, cirenmstance uncon-— 
a nected with the structure of rural society inthe Punjab, riz., the 
} date of the first Regular Settlement. 
Lg It is to be noted also that he finds no place in the Act as modified 
in its application to the North-West Frontier Province by Regulation — 
| Se sake tote eet ee ee 
 * ‘been made in the Bundelkand Alienation of Land: Act (208 
. 1103). —— 
meh In connection with this amendment itis —— — * 
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has become a purely local one full of local detail, and it is thought 
that the Local Government may be left to freely exercise the power of 
admiting tribes to the protection of the Act. Such admissions are 
now the more necessary in consequence of the abolition of the statutory 
agriculturist. 

It has been decided to include definitely any right of occupancy in 
the expression ‘land’ ss defined in section 2 (9) of the Act. Thie 
is in accordance with the judgment of the Chief Court, No. 11 P. R., 
1904, and also assimilates the present definition to that which has 
been adopted in the Punjab Pre-emption Act, 1905, with the exception 
that the restrictive words therein are omitted, as instances of occupancy 
rights may possibly be met with which have been acquired otherwise 
than under an Act of the Legislature. 


The definition of permancnt alienation has also been amended so 


as to include grants of occupancy rights and gifts for religious or 


charitable purposes, The former amendment ix consistent with the 
decision that * land’ shall include occupancy rights while the latter is 
proposed in order to avoid a possible evasion of the Act. * In the case 
of éond fide gifts for religious or charitable purposes the amended 
proviso to section 3 (2) provides that sanction thereto shall always be 
given. The policy of treating these gifts in a liberal spirit and in a 
r manner which is likely to be approved by popular sentiment is thus 
‘ maintained. 


‘aa "Tho right of pre-emption given to a landlord in the case of a trans- 
‘ fer by his occupancy tenant was expressly saved in the Punjab Pre- 
be emption Act, 1905. The provisions of sections 53 and 54 of Punjab 


Tenancy Act, 1887, are not expressly saved or repealed in the Punjab 
Alienation of Land Aé& 1900, with the result that the right given to 
_—_—s the Iandlord in express terms by Statute is not taken away and is not, 
ss itis thought, even limited by the necessity of obtaining sanction. It 
Aer, ———— it is 
| that the Deputy Commissioner should be kept in- 
1 of uch alienations in onder to check evasions of the Act. By 
ation Rode er re ——— 
of the Act shall apply to these alienations 
1oOlw J ip tha paeeisldhh Ul-Ainliian GB died U6 of the Teeney 
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In the cases specified in section 13 of the Act the Deputy Com- 
missioner is expressly empowered to eject the person wrongfully in 
possession and to place in possession the person entitled to it. No 
such express provision is made in respect of a mortgagee without pos- 
session who may become entitled to an usufructuary mortgage under 
section 6 (7) (4), nor in respect of a mortgagor who under section 7 
(¥) may redeem his land. It has been thought expedient to make 
it clear that a Deputy Commissioner may complete the case without 
compelling the parties to go to another tribunal before those entitled to 
possession can enjoy it. The power of a Deputy Commissioner should, 
however, be so limited as not to affect the claims of persons other than 
the parties before him who may have obtained possession. Sections 
6 and 7 have been amended accordingly, 


Section 9 has also been amended to provide for # case which 


has not been infrequent in practice. A mortgagee put to his election 


asks for a fresh mortgage which the mortgagor refuses to execute. 
Matters are then at a deadlock. The mortgagor, it is true, if he re- 
fuses the help offered, might be left to his fate and the mortgage 
might be foreclosed against him precisely as if section 9 (2) did not 
exist. But the refusal is generally due to ignorance and suspicion, 
and to leave him to his fate would be entirely to the advantage of the 
mortgagee. It is an object of the legislation to protect the ignorant 
mortgagor and to protect his heirs, and to prevent the land going from 
the family. Power has therefore been given to the Deputy Commis- 
sioner to execute the mortgage on his bebalf. The case only arises 
where there is a condition intended to operate by way of conditional 
sale in a mortgage made before the commencement of the Act, but 
these will continue to be dealt with for my years to come, 
and the amendment is therefore considered advisable. 
A new section has been added after section 21. It follows section 
27 of the Panjab Pre-emption Act and enables a Deputy vt Court 
sioner to take action in respect of —— be ourt 
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* ———— Punjab Counetl dated the 
i 25th October, 1906.) 

ig Punsap Avienation or Laxv Act Auexpment Bir, 1906, 
y F Tue Hon’nre Mn. Gonpow said ;— 


The Punjab Land Alienation Act which has now been in force 
since 1900 was the outcome of long years of discussion, Although 
it had come to be clearly recognised that something must be done to 
arrest the process of transfet of Jand from the agricultural population, 
there was still plenty of room for difference of opinion as to the way 
in which this object was to be attained. Even the keenest supporters 
of the present Act, and those who were responsible for it, might well 
be inclined to entertain doubts as to the precise effects of what was 
fully recognised to be a legislative experiment of a rather revolu- 
tionary character, There was nothing which could _ give any certain 
indication of what those effects were likely to he, . 

Looking back on six years of practical working of the Act, I 
think we may safely say that it has been a success beyond the expecta- 
tions of its most ardent supporters. That is a subject, however, on 
which it is unnecessary for me now to enlarge. The point on which 
perhaps the most serious apprehension was felt was that the Act, 
instead of conferring a benefit on the class for whose protection it 
was, meant, would cause serious inconvenience to them by the con- 

traction of credit. It was feared that the money-lending class would 
not continue, under the altered conditions, to make the necessary 
a dvances to the zamindars, and that the latter would not be able to 
re t along without the assistance of this nature on which they had 
on ip depended. Ws. now know that this apprebension has not 
3 u ractic aaa Unlimited credit has andoubt- 
at acted, the village money-lender is not perhaps now 
— — loan on the reluctant zamindar, and the latter 
Be wired en to obtain the necessary funds for reckless 
—— whatever to show that, as a result 
wered in his business and in his 
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said that it has had a tendency to enforce thrift without causing any 
general inconvenience. 

It was inevitable, considering that the present Act was in the 
nature of an experiment, that some defects would come to light in 
ite working. That so very few defects have been discovered appears 
to me to demonstrate the wisdom and foresight of those who were 
responsible for framing the measure. The objects of the Bill which 
I will presently ask leave to introduce are to effect one alteration 
whieh may perhaps be regarded as radical, and to remove certain 
defects in detail which have made themeelves apparent. 


One very striking feature of the Act is that, while the non- 
agricultural classes are excluded gonerally from the power of acqui- 
ring land belonging to the agricultural class, this exclusion was 
relaxed in the case of a small portion of the former, The relaxation 
was undoubtedly due to the apprehension I have already alluded to. 
Tho genesie of the statutory agriculturists may be said to have been 
the result of the fear that undue economic inconvenience might result 
from the etclusion uno ictv of the entire money-lending class, 

Except to the initinted the term agricudturtst would certainly 
convey an erroneous impression Of what it was intended to cover. 
The word had come to be used in connection with the revenue statis- 
tics of the Province to denote a person whose hereditary occupation 
was not agriculture, but who had acquired property in agricultural 
land. Wehad come to make a distinction for statistical purposes 
between those who had recently become land-owners and those who 
had been land-owners for some time. The latter were known as 
old agriculturists, and it was this class in whose favour it was decided 
to relax the exclusion from the power of aequisition. It was neces- 
sary to draw some artificial line of distinction between the two classes * 
of non-agricultural Jand-owners which we were creating, tc, those 8 


on whom it was considered desirable to confer the power of acquisi- , 
" tion because of the fact of their having held land for a long time, : 
< and those who had acquired land more recently and were therefore | 

held not to be entitled to the privilege, This was effected by defining — 


in the Act an agricn{turist to mean any person who in hisownname 
or in that of his ancestor in the male line was meet * 
or as an ccenpancy tenant at the first Regular Settle 

_ district. Bat the framers of the et did wot go a0 fara 
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the advantages which the privileged position involved to all who 
came within the definition, and section 4 (/) (4) permits permanent 
alienation of land by a member of an agricultural tribe only to a person 
who ‘holds land as an agriculturist in the village where the land 
alienated is situated.’ Thus the privileged agricu/turtet owed his 
position to two circumstances which might be purely secidental, the 
point of departure in respect of the original acquisition being taken 
to be tho first Regular Settlement, while the second accident was 
that of the acquisition having been made in the particular village. 

It was not to be expected that a distinction of such a highly 
artificial nature would be at once understood even by those directly 
affected. ‘The ordinary zamindar at once grasped the fact that he could 
not in future make a permanent alicnation of his land except to one 
of his own class; but the priviloged agriceu/(uriat waa beyond not 
only his comprehension, but also as a rule that of the agriculturist him- 
self, and, it may be added, of the ordinary run of subordinate officials 
. who had to deal with the details of the working of the Act. Owing 
ee to this and other reasons, it bas come about that comparatively little 
use has been made of the permission to make permanent alienations to 
statutory agriculturists, while we have the broad fact that, notwith- 
standing this result, the Act has hitherto worked with all the success 
that could be desired, and without any of the anticipated economic 
difficulties in view of which the statutory agriculturist was created. 


* ‘It has thus been proved in practice that the statutory agricul- 
—— turist is not a necessity for the working of the Act. It has also been 
f proved that the maintenance of this artificial class is highly inecon- 
Wie venient. The arbitrary line drawn by the Act as to the time before 


which the qualifying acquisition must have been made works most 
- irregularly. First regular settlements were effected in the Punjab 

between the years 1837 and 1870, or even later. Each claim to be 
an agriculturist | requires special inquiry, and there are many troubles 
I haa “uncertainties involved in the determination of the question. 
8 rer, further permanent alicnations by an agricudturiat alience 
ject to special restrictions, and this involves ear-marking the 
_ while there are other numerous complications which 
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by a very much stronger demonstration of the neces sity and utility of 
the provisions (to this effect) than has so far been brought to notice,’ 


There is the further consideration of the mischievous effects . 
which are likely to ensue unless the s/afutory agricntlurist is eliminated. 
The agriculturist of the Act belongs in the great majority of cases to 
the money-lending class from whose encroachments we spocially desire 
to protect the Punjabi peasant, and there are indications which clearly 
point to the necessity of protecting the latter acrainst the statutory 
agriculturist. There appears to be evory probability that, unless we 
interfere, considerable quantities of land would before long pass from 
the agricultaral to the privileged portion of the money-lending class. 
There is the further real danger of the privileged agricndturist taking 
over the debts and mortgages of other money-lenders who have not 
the favoured status and then proceeding to acquire the lands of the 74 
indebted peasants. 

I should add that when the Punjab Act was extended to the 
North West Frogtier Province in 100+ the provisions relating to the 
statutory agrifulturist were cut out. Again, in the Bundelkhand Act, 
(1903) there is nothing to correspond to the ayricu/furtst of our Act, 
while in framing the Panjab Pre-emption Act, 1905, we studiously 
avoided the insertion of any provisions based on the presumption 
that the statutory agriculturist was a permanent feature in our 
legislation, 

For the reasons which I have detailed, not, I hope, at too great — 
length in view of the importance of the matter, the general conclusion 3 
has been accepted ‘that the introduction of the agricul/urist into the f 
legislation of 1900 was unfortunate, and that the artificial provisions by 
then inserted may now be abrogated as Sereda inconvenient: 4 
and mischievous.’ The main object of the present Bill is to give 
effect to that conclusion. 

The opportunity has at the same time been taken to provide for 
certain minor alterations in the Act which the experience of the last 
years has shown to be required. These alterations fall un — 
© the effect of the Acton cecupaney rights; ; ; 
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(iv) the enforcement of the provisions of the Act regarding tem- 
porary alienations ; 
ie (v) the completion of the existing provisions regarding the con- 
yA version of conditional sales into temporary alienations. 


(wi) the relation of the civil courts towards the executive in the 
administration of the Act. 


I will now deal with each of these heads in the order given. 

(¢) First as regards the question of occupancy rights. It was the 
* intention of the framers of the Act that the provisions of the Act 
should not apply to occupancy rights, probably because it wag thought 
that the Punjab Tenancy Act did all that was required in the direction 
of restricting the alienation of such rights. In 1904, however, the 


* Chief Court ruled that the definition of /and in the Act did include 
J such rights, and that decision has been since acted ov. It has now 
. been decided to remove all further room for doubt and to confirm 
— the present practice by expressly including occupancy rights in the 
* j definition of Zand which the Act contains, . 


An obvious device for evading the provisions of the Act was for 
a member of the agricultural class to confer rights of occupancy on a 
person in whose favour he could not effect an alienation of proprietary 
rights. It has, therefore, been thought advisable to melude the grant 
of occupancy rights in the definition of permanent alienation given 





ii: in section 2 (4) of the Act, so that under seetion 3 such grants may, 
x if necessary, be prevented where the alienee is not a member of an 
— agricultural tribe. I should explain, however, that there is no in- 











tention to prevent the Députy Commissioner sanctioning such aliena- 

tions where the object is to promote agricultural development by 
| giving favourable terms to new settlers and the like. 
} Another point in connection with occupancy rights is that under 
sections 53 and 54 of the Punjab Tenancy Act a landlord can claim 
| pre- e nption in the case of a sale of, or foreclosure of a mortgage on, 
ne occupancy. These sections afford a possible means of 
z the provisions of the Land Alienation Act; and, while it is not 
ae ke. restrictions on the éond fide exorcise of the right of 
— who do not belong to the agricultural class, 
visable that mach trapsfers should be —— to 
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one hand, such transfers are made subject to the provisions of the Act, 
it is at the same time provided that the Deputy Commissioner shall 
sanction transfers of this nntare made dond Ade by a tenant to his 
landlord [clauses 3 and 4 (2) of the Bill). 


(ss) Gifts for religions or charitable purposea —Gifts of this 
nature are expressly excluded from the definition of ‘permanent aliena- 
tion’ in the Act as it now stands, and here again there is an opening for 
evading the restrictions imposed by the Act, In the Bill this matter 
is dealt with on similar lines to those applied to the purchase by a 
landlord of eccupancy rights, #e., the eanetion of the Deputy Com- 
missioner will be necessary, but it is provided that sanction must be 
given to all dond fide gifts of this character. 


(sit) The permission of the Government of India has been 
obtained to a change in respect of the authority for notifying agricul- 
tural tribes. Section 4 of the Act requires the sanction of the 
Governor-General in Council before a tribe can be notified as an 
agricultural tribe.” The work of notifying tribes has been practically 
completed, and the general principles ox: which they are selected for 
notification have been determined, so that there is no farther object 
in requiring previous sanction, Clause 5 of the Bill provides for the 
deletion of the words which make such sanction necessary. 

(iv) The fourth point to be noticed is one of some considerable 

importance in the practical working of the Act. One of the main 
features of the Act was the limitation of the period of years for 
which land could be temporarily alienated by members of agricultural 
tribes to outsiders, and power was given to the Deputy Commissioner — 
to onst a mortgagee or lessee who remained in possession after the 
expiry of the prescribed period. Bat two defects or omissions have 
come to light of which I will notice the more important first. Where — 
a mortgagee under either of the first two forms of dicignpe edie > 
ted by section 6 is in possession of the land, section 7 (3) permits — 





the mortgagor to ‘redeem the land on payment of the mortgage debt 
or the proportionate amount of it which the Deputy Com | 
the mortgagee declined to receive the 
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ment necessary for redemption, or may even have made it, bot finds 
himself prevented from getting hack his land owing to the passive 
resistance of the mortgagee. It is now proposed (clause 7) to give the 
Deputy Commissioner power to eject the mortgagee where either 
(1) it ie proved to his satisfaction that the mortgagor has paid the 
* mortgage debt or such proportion of it as the Deputy Commissioner 
finds to be equitably due, or (2) the mortgagor tenders the amount due. 


The other defect is of less importance. Where a mortgage is 


— without possession and the mortgagor fails to fulfil the terms of the 
! mortgage, the mortgagee may apply to the Deputy Commissioner 
to be put in possession, and the Deputy Commissioner may thereon 
determine that the mortgagee should be put in possession for a period. 

, But the Deputy Commissioner was not at the same time given the 


power of enforcing his decision by putting the mortgagee in posses- 
sion. Clause 6 has been framed to remedy this omission. 
(v) The fifth of these minor points in respect of which it is 
proposed to remedy the defects brought to light in the working of the 
| Act concerns the matter of mortgages with condition of sale. The 
| Act declares null and void a condition of sale ina mortgage made 
* after the commencement of the Act. In the case of a mortgage 
“4 with condition of sale executed before the commencement of the 
Act the Deputy Commissioner is empowered to put the mortgagee to 
his election whether he will agree to the condition of sale being strack 
out, or will accept a fresh mortgage in one of the authorized forms. It 
has been found in a good many cases that where the mortgagee accepts 
i the latter alternative further progress is stayed owing to the refusal 
sor neglect of the mortgagor to execute a fresh deed. The refusal 
might be due to one of several causes ; and in particular it would 
obviously be to the advantage of the mortgagee that the mortgagor 
—— should refuse, if the result was to leave the condition of sale effective. 
leas lt has been considered advisable, in the interests of the mortgagor, 
a to insure that he should not suffer the fonsequences of his refusal or 
inna⸗ etion, and — accordingly provided in clause 8 that, in such 
————— the Deputy Commissioner should have the power to 
the 1 on behalf of the mortgagor. 
: vi t to be noticed concerns the action of the civil 
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(usually with the consent of the parties) involving transfers of land 
in contravention of the provisions of the Act. This is a very 
Insidious form of evasion, because the civil appellate court is seldom 
moved to interfere, and there is no other means of putting the matter 
right. Either such eases may escape the notice of the Deputy Com- 
missioner, or if they do come to his notice, he finds himself helpless 
to intervene. It is now proposed to provide means by which (1) the 
Deputy Commissioner shall be kept informed by the civil courts of all 
decrees which they pass involving transfers of land from members of 
agricultural tribes to money-lenders, and (2) he shall be in a position, 
apart from the wishes of either party, to move the superior civil courts 
to interfere. Clause 9 of the Bill has been framed with this object. 
It follows the analogy of section 27 of the Panjab Pre-emption Act, 
and provides a procedure by which the Deputy Commissioner will be 
able to bring before the superior civil courts, with a view to revision, 
any decree of a civil court which appears to him to be contrary to the 
provisions of the Act. i | 
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CHAPTER V. 


Provision or Borrowirne FAcrvirres. 


[Despatch from the Governor-General af India in Council to the Secre- 
tary of State Jor India— No. 7 (Revenue), dated 81st May, 1884.) 


AacnricuLtunaLt Banks. 


* * * We have the honour to submit, for your Lordship’s 

consideration, acopy of correspondence which has passed between 

us and the Government of Bombay on the subject of establishing an 

agricultural bank in the Deccan. 

2. The utility of similar institutions in Europe, America and 

Australia is well known to your Lordship, and we understand that in 

the British Colonies especially the progress of agriculture and the various 

enterprises connected therewith have been much advanced by the 

monetary assistance thus afforded to the cultivating and land-owning 

’ classes. There are indications that India, no less than the countries 
to which we have referred, suffers from want of loanable capital. 

The rate of interest is extremely high even where the security is of 

the best description, and the agriculturist when in need of money 

; for the most prudent purposes, has to pay so dearly for a Joan that 

st, absorbs the profits of his business. The Deccan Ryots Relief 

Act, the Jhansi Encumbered ‘Estates Act, and other similar measures 
of an exceptional character have tended to relieve the peasantry in 
some localities of a hopcless load of debt; but they have not enabled 
the thrifty and industrious cultivator to obtain money for agricul- 
tural purposes on easier terms or more equitable conditions. We 
have endeavoured to meet this need in respect of loans for land 
——— by advances of public money under the Land Improve- 
_ ment Act; but this is not sufficient. The cultivator requires money 
_ fom time to time for other purposes, and it has been found that if 
e can only borrow for one particular object from the Government, 

: to deal entirely with the money-lender who will lend for 

Hp rai e - What is wanted, therefore, is a private bank which 

il ne pierre take the shorn of tht villoge usurer, but which will 

at the s time be ‘bound * ‘the articles of its constitution to 
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” 3. Weconsider that banks of this kind if they could be successfully 





started, might be of considerable benefit to the country. There are, 

however, special difficuties to be encountered in India, which are not 
met with elsewhere in the way of their establishment. Im provi- 
dence of cultivators and uncertainty of seasons are elements which 
are liable to interfere with a bank’s success; and though these 
difficulties might be met by prudent management, yet the bank could 
not hope to succeed unless it could start in a field where the agricul- 
tural classes were unencumbered with debt, or were enabled to 
liquidate their existing debts on reasonable terms. 


4. When, therefore, we considered the subject in 1882 in connec- 
tion with the Land Improvement Bill, we came to the conclusion 
that more assistance must be given by the State to an agricultural 
bank in India on its inception than is necessary in other countries. 
More especially is this the case in a part of the country like the 
Deccan, where the need for a such a bank on the one hand is 
greatest, and the difficulties arising from the indebtedness of the : 
population “and from the precariousness of the seasons are, on the 
other hand, most serious. If the experiment succeeded, similar banks 
might probably be started with less aid or without any aid from the 
State, and the benefits likely to arise from such institutions seemed 
to us so great that we were prepared to give cordial support toa 
poineer bank. We saw that it would be necessary to clear the way 
for the bank by liquidating the debts of the agriculturists within | 
the selected area, on the understanding that our advances would be a 
taken over by the bank whon it started business. Wealso saw that = 
confidence must be given to the promoters of .the bank by allowing ay, 
it, for a time at least, to recover its loans through the revenue courts, = 
’ by assigning in some cases priority to its loans, and by remitting es 
* stamp duty and other dues for a certain period in its favour. In 
™ return for this assistance we considered that the bank should limit its 


rate of interest to Sand per, cent, and that ite wep Ama “aad 
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this kind are likely to be successful ; the real value of the objections 
which are sometimes urged against them, and the best mode of 


meeting any difficulties to which their working may be exposed in 
India. 


5. Hearing from Bembay that a number of native bankers in 
Poona and Bombay were willing to give the scheme a favourable 
reception, we communicated our proposals to the Government of Bombay 
for consideration and opinion. That Government stated in reply that 
the scheme was not impracticable, and that it was willing to try it 
on a small seale, if the details could be successfully arranged. Two 
syndicates of bankers had been formed, one in Bombay and the 
other at Poona, which were each prepared to try the experiment if 
~ the Government would accede to their conditions, The Govern- 
| ment of Bombay recommended us to accept the offer of the Poona 
Committee, as their demands were more in accord with our original 
proposals than those of the Bombay Committee. The Bombay Com- 
mittee, among other things, asked for a monopoly of, the agricultural 
banking business throughout the Presidency, and for- a Govern- 
ment guarantee to its debentures. A further proposal has been made 
a2 by Mr. Javent Lat Yasnix to start a similar bank in Guzerat; 
but his scheme has not yet been considered by the Bombay Govern- 
ment, and we only mention it here in order to show that the experi- 
* ment has excited considerable interest. 
J _ 6. The Government of Bombay sugyested that the experiment 
might be confined to the Purandhar éa/uga in the Poona district, and 
reported that asum of 64 lakhs would probably be required for the 
preliminary liquidation of the debts of the cultivators. Voluntary 
liquidation of the nature suggested by us was considered essential 
to the scheme, and the Bombay Government agreed with us that 
| legal provision would be" requisite in order to place the Government 
* advances in the position of first charges. At the close of the letter 
, —— very important question was raised whether the whole of the 
“Sapa # dues should be regularly recovered by the revenue courts or 
— — this agency should be strictly confined to cases 
As * was eminently desirable that there should be 
on this important point, we explained our 
Gow at of Bombay in our letter, No. 572, of 23nd 
—— that — — eree gure gon See 
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collect. the debt; and that in ordor to secure due exertion on the part 
of the bank, it — be desirable to require it to pay fees on all 
processes issued on its application through the revenue courts, In 
reply to our letter, the Government of Bombay expressed its entire 
concurrence with this view, and informed us that the Poona Com- 
mittee also accepted it, though deprecating any charge on the issue of 
processes. In regard to this point we may here state that we adhere 
to our opinion that such fees should be charged. 


7. The other questions and demands of the Poona Committee have 
been carefully considered by us, and, with the consent of the Govern- 
ment of Bombay, we have again consulted Sir Wittiam Wroprnpvrn 
personally, who is acquainted with the views of the Poona Committee, 
on all the details of the scheme. We propose now, with your Lord- 
ship’s concurrence, to sanction the experimental establishment of the 
bank in the Purandhar fa/uga, and to find the funds required for the 
preliminary liquidation. As all that we at present propose is the 
trial of an experiment, we wish to meet the views of the promoters 
as far as we can, so that the trial may be as fair'as possible. At the 
same time we keep ourselves free to watch its results, and commit. 
ourselves in no way to future action either with regard to the bank 
which it is now proposed to open, or to any other institution of the 
same kind. We consider that the requisite legislation should be 
undertaken by the Government of Bombay (though this may require 
a confirming Act to be passed by the Viceroy’s Legislative Council), 
and we propose to leave the supervision of the bank in the hands of 
that Government. . 

8. The most important question with regard to the aid proposed to 
be given to the bank is undoubtedly the recovery of the bank’s debts 
through the revenue courts, The objection las been raised that it is 
undesirable in principle to give extraordinary remedies for the re- 
covery of ordinary debts, and that if the aid of the revenue courts 
were often invoked, they might incur the disfavour which naturally 
attaches to the office of debt collector, We are not insensible to the 
force of these objections: indeed, we should consider (as would also 
the promoters themselves) the whole scheme to be a failure if —— 
recourse were to by had to * —— saan —5 
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for #0 recovering their debts instead of allowing them to accumulate 

till recovery is only possible by sale of the land itself. ‘The expense 

and dilatoriness of the Civil Court procedure tend necessarily, they 

urge, tothe latter mode of recovery. As they attach very great 

importance to this part of the scheme, we think that the concession 

thould be granted in a restricted form. We therefore Propose to 

confine the privilege to the case of debtors whose affairs are liquidated 

by the Government in co-operation with the bank, and to restrict it 

to a period not exceeding 10 years. This would apparently be 

accepted by the promoters of the bank, and it is justified by the 

consideration that the bank takes the place of Government in regard 

to the liquidated debts of the ryots. Within this period we would 

allow the bank to recover through the revenue authorities from the 

debtor and bis successors in interest, not only the original advance, 

but also subsequent loans made to him for whatever purpose by the 

bank. We would require the bank to furnish proof that it had 

attempted to recover the debt through ite own agents, and we would 

prescribe light fees on all processes. We would farther suspend the 

the execution of such processes in any season in which the Govern- 

ment may have thought it right to suspend the land revenue payable 

on the debtor’s land. In respect of other debtors, whose affairs had 

| not been liq ited, the bank’s remedies would be restricted to the 

™ ordinary provi the Civil Code. We are also willing to exempt 

* the bank from ‘stamp duty on bonds and documents connected with 

| _ advances to all classes of debtors, and from Court fees on the insti- 

* tation of civil suits, for a period not exceeding 10 years, to be fixed 

by the Government of Bombay, We would also fora similar period 
exempt the bank from registration fees. 












we originally were of opinion that it would be sufficient if the bank 
were placed in the position of first mortgagee in respect of the 
liquidated debts which it took over from Government, and also in 
J— respect of any loans which were received for, and bond fide applied to, 
nudl im rovement, The Poona Committee, however, have objected 
_ _ to this limitation, and unge the impossibility of the bank distinguish- 
ing in regard to the purposes to which its loans may be applied ; and 
_ after fully considering the point, we are now prepared to assent to a ‘ 
the position of the first mortgagee, it should be given, in 
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respect of further limited advances made to these clients, the same 
priority as an ordinary first mortgagee can acquire by stipulation in 
accordance with Section 79 of the Transfer of Property Act, 
Provision would also have to be made for limiting the maximum 
amount of further advances (which we agree with the Poona 
Committee should in no case exceed 75 per cent. of the security), 
and for declaring what should constitute notice to subsequent 
mortgacees. 

10. A third concession of some importance asked for by the Poona 
Committee is that, the Government shall engage not to revise during 
the next 30 years the land assesement of such villages of the taluga 
as are still under the original settlement. We agree with the 
Government of Bombay that no promise to this effect can be given, 
since such revision operations as are now going on must certainly be 
completed. It has since been suggested that, should the bank consider 
this absolutely necessary in order to give security to their operations, 
it might be possible to postpone for a fixed period the collection of 
such of the tevised assessments as have not been actually introduced 
when the liquidation scheme is complete; but we abstain from 
expressing an opinion on this suggestion, which has not yet been 
considered by the Government of Bombay; we apprehend, however, 
that the recently declared policy of the Government of Bombay, in 
respect to future revisions of assessment, has now lessened the import- 
ance of the question, as it practically gives that security to landed 
property throughout the Presidency which the Committee have asked 
for in respect of the area selected for the operations of the bank. 

ll. We need not trouble your Lordship with the minor details of 
the scheme, which remain very much as they were stated in our letter 
of 5th December 1882 to the Government of Bombay. The liquida- 
tion would be entirely voluntary, and, as suggested by the Poora 
Committee, might be confined to occupants of land whose assets are 
at least double the gross amount of the awarded debt. The rate of 
interest on advances made by the liquidators might be fixed at t 9 per 
cent, with a sinking fund of from 1 to 3 per cent., and it i is roposed. 











that the bank should take over the entire amount of the: sum 
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rate of interest on all Joans toa maximum of 12 per cent. and to 
conform, in respect to other matters, to the rules prescribed by the 
Government. 


12, We have directed the Government of Bombay not to take any 
further action in the matter until we are sequainted with your Lord- 
ship’s opinion on these proposals. We do not think that any smaller 
concessions than those mentioned by us will satisfy the promoters of 
the bank, and we are anxious to give effect toa scheme which we 
believe to be advocated on purely disinterested grounds, which can, 
under the experimental conditions proposed, be carefully watched, 
and which is likely, if successful, to be productive of much _ benefit 
to the country. We view it as an experiment, and we think that, 
even if the results should not equal the expectations of its advocates, 
they will at least throw considerable light on the causes and extent 
of the Deccan ryot’s indebtedness, and enable us to determine 
whether his condition is susceptible of improvement by any action 
which can be taken by the Administration. 


[Despatch from the Secretary of State for India to the Governor 
General of India in Council, No. 95 (Rerenne), dated 
23rd October, 1884.) 

I have considered, with the attention which their importance 
demands, the papers which accompanied the letter of your Excellency's 
Government in the Revenue Department, No. 7, dated 3lst May last, 
regarding the establishment, as an experimental measure, of an 
agricultural bank in the Poona district. 

J 2 The relief of the peasantry of the Decean, and indeed of other 
parts of India, | from their indebtedness, is so desirable and so 
— Soo ela object that LI should be disposed to entertain 
favourably any measures for that purpose placed before me by your 




















xeellency. I have, therefore, given the most careful examination 
5* principles: of the project now submitted to me, and to its 
details, so far as they can be gathered from the correspondence. 
‘Some be ions to the proposed measures have, however, suggested 
| ome, and they appeared to me to have such force that 
rai ose oc nea aS 
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alone is real progress to be looked for in providing the agricul- 
tural classes with capital upon reasonable terms. Yet it is 
impossible to avoid the conclusion that the proposed bank will 
virtually be a Government institution. Government will provide, 
in the first instance at least, a large part of the capital (for it 
is apparent that much of the working capital will be obtained from 
the sum advanced by Government for the liquidation of the existing 
debts of the ryots); Government will, at any rate, in the last 
resort, undertake the collection of debts due to the bank ; and the 
bank is to receive special privileges, and be placed by law in a 
position which, in my opinion, could be justified only on the 
assumption that it isto work on behalf of Government for political 
or social objects rather than to be conducted on ordinary business 
principles, © 

4. The scheme, as laid before me, consists of two parts, the 
liquidation of the existing debts of the ryots, and the substitution 
of the banks for the sowkars in future loan transactions of the 
agricultural “classes. 

5. As regards the first, I find it difficult, owing to the deficiency 
of detailed estimates, to judge of the financial soundness of 
the scheme. I observe, however, that it is conjectured that 
about half the ryots of Purandhar are in debt, yet not so 
completely insolvent as to make any attempt to relieve them 
hopelvss ; and that the debts of this moiety might be liquidated for 
about 64 lakhs of rupees. I find, too, that the total revenne of the 
fully-assessed lands of Purandhar is about 86,000 rupees; but, in 
as much ar the solvent ryots are those with the larger and more 
valuable holdings, it may be assumed that the assessment on the 
lands of that portion of the landholders with whom the scheme 
proposes to deal will reach 50,000 rupees, The total value of the 
net produce of these lands would, on the “half assets” principle, 
be about one lakh of rupees ; in other words, it would not be safe to 
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5 per cent., instead of 9 per cent., so as to admit of the loan 
of 64 lakhs being paid off in about 21 years, no margin would be 
left for the ryots on which to borrow from the bank during that 
period. And if they can do altogether without borrowing for 20 
years, there is obviously no reason for the existence of the bank. 

_ It would indeed be simpler, and not more anomalous or hazardous, 
that Government should advance direct to the ryots the funds 
needed to relieve them of their present embarrassments. 


6. The scheme further proposes that Government shall lend the 
bank the sum necessary for the liquidation at 4 per cent., the bank 

: charging the yyot 9 per cent. As it is, in effect, contemplated that 

Government shall both provide and recover these advances, it is not 
clear why the bank should have a profit of 5 per cent. on the tran- 
saction, and why the ryot should not have the benefit of the lower 
rate of interest. 

7. But there appears to be a still graver objection to the proposed 
operations. The paid-up capital of the bank is to be, it would seem, 
two Inkhs of rupees, of which one lakh is to be invested in-Government 

securities as a reserve fund, and one lakh only to be employed in the 
business of the bank. But within two years the bank is to repay, 
y with 4 per cent. interest the loan of 64 lakhs advanced to it by Govern- 
ment for purposes for liquidation, while the ryots will refund that 
advance only by instalments spread over a long series of years. There 
is nothing to show the source from which the bank is to obtain the 
necessary 64 lakhs. It is apparently intended that it should be by 
means of debentures, that is to say, by borrowed capital. I do not 
* find it explained what security can be offered to debenture-holders, 
— Ss and it is difficult to understand how the bank could be regarded as 
a solvent even at the outset. 

8. Assuming, however, that these very grave preliminary 
* ficulties can be overcome, that the existing debts of the agriculturists 
hav been entirely. cleared off, and that they are in a position to deal 
os. re 3 Gina the bank, I am not satisfied that the business which it 
— could trans: t would be of such akind as to meet all the onlinary 
requirements: of the ryots. In the first place, I am informed that the 

— ars are not merely money-lenders, but that they purchase 
Pp od Ce, — * —— with a market. I do not understand 
whether th | | nder Snes a wetter i 
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its operations are to extend. If so, the business of the bank will 
apparently be of a much more speculative and hazardous character than 
is contemplated by the Government of your Excellency or by the 
Bombay Government. If not, it is not obvious where the ryots will 
find their market. Again, itappears to be anticipated by the promoters 
that the bank will make advances in comparatively large sums 
at a time, and for special objects, such as agricultural improvements 
or domestic ceremonies, which are not of constant recurrence. 
But loans of this character, I learn from good authority, do not 
form the mass of the transactions of the Deccan ryot with his 
village banker. He wants, and at present has a running account, 
on which he draws from time to time for small sums of money, or 
for the petty articles of his simple needs, and at harvest-time he clears, 
or tries to clear, by the produce of his fields, the debts thus incurred. 
It does not seem to me possible that the bank should undertake 
this petty but necessary kind of business, and, if it dees not, the 
peasant will, in all probability, still deal with the village sowkar, but 
with this consequinee, that, as the bank’s claims will take precedence 
over other claims, the sowxar will have to protect himself by still 
higher interest and more oppressive dealings. 


9. Lobserve that the example of land banks in France, the colonies, 
and other countries has been cited to prove the advantage and the 
practicability of the proposed scheme. I must, however, remark 
that the success of banks dealing with farmers and planters, who 
cultivate for a profit upon invested capital, affords no sure indication 
of the probable results of a similar institution dealing with ryots 
cultivating for subsistence, while there is great doubt whether the Credit 
Foncier of Egypt, which is said to be in many respects an establish- 
ment analogous to that which is proposed for the Deccan, has proved, 
on the whole, beneficial to the fellahs of Egypt. 


10. As regards the condition that debts to the beinksushall) bis 


Enonvere’ by the agency. of the zeranve ous AMOS Ole ies 
the criticisms of the Bombay Settlement Cor ioner, to the effer 
that, should this be done, Government will i incur all the opul | 
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an er-parfe statement ; and if they are to inquire, however summarily, 
into the justice of the bank’s demands, they will in reality assume 

- the functions of a civil court. Nor are my objections removed by 
the proposals contained in the Bombay letter of 26th July 1883, 
which purport to provide that the assistance of the revenue court 
will be given to the bank only in the last resort. It is evident that 
the bank will practically have no other agency for the realisation of 
its demands, 


11, It is doubtless a serious misfortune that the landholders in 

India, even when comparatively prosperous, and able to give good 

security, are usually unable to obtain the temporary accommodation they 

require, except at a ruinous rate of interest. I fully recognise that it 

would be the greatest possible benefit to the agricultural community 

if the place of the present race of needy and extortionate money- 

—* lenders were supplied by banks, or other institutions, possessing 

f i sufficient capital, and honestly managed. But I need scarcely remind 

' your Excellency that no amount of support or encouragement from 

— Goveroment can render banking operations successful,- whether in 

India or elsewhere, if they are begun op an unsound basis, and are not 
conducted on true commercial principles. 


















12. It appears to me doubtful whether any ingenuity can provide 
an effectual substitute for the operation of the ordinary laws of 
trading between the ryots and those, whether sowars or banks, from 
whom they obtain advances; and whether, without the stimulus of 
risk of loss as a result of neglect and want of proper precaution on 
its part, any bank could carry on its business with success. There 
is a strong presumption that Government cannot directly do much 
_ ‘more for the relief of the agricultural debtor than take care that 

sal in disputes: between him and his creditors the law shall provide, 

« and the courts shall administer, speedy, cheap, and equal justice, and 
— that the ryot shall be as little liable as is possible, from his ignorance, 
—" — or his position, to be defrauded or oppressed. 


18. Tn the four districts in which it is in force, the Deccan 
A Agricu urists Relief Act has, Lam glad to believe, done something 
efor ‘th — ma it ‘deserves: the careful consideration of your 

xcellency whether its provisions. or any of them, may be made more 
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towards making it cheap and speedy. Everything which adds to the 
expense, delay, and difficulty of recovering just debts increases the 
price at which the money-lender gives his help to the landowner. 

14. It is possible that the adoption of an improved system of regis- 
tration of titles to land might tend to give such further security and 
greater facility to the business of agricultural banking as would render 
it practicable for private capitalists to embark therein with a fair 
prospect of success, on terms which should not be so onerous to the 
cultivating classes as those to which the latter are now compelled to 
submit when borrowing from the village sowkars. It is, I am 
informed, in reliance on an effectual registry of titles that the land 
banks of Europe and the British colonies have been carried on, and 
although I am conscious of the very different conditions under which 
an Indian agricultural community exists, yet I recommend this 
suggestion to the consideration of your Excellency’s Government, as 
possibly affording some opening in the desired direction. 

15. With regard to indirect assistance which Government might 
give toagriciltural banking enterprise, | desire to make one suggestion 
with reference to the question of the ryots’ market, alluded to in 
paragraph 8 above. I understand that in the Central Provinces, and 
other parts of India, great benefit has followed the establishment of 
public marts or corn exchanges, where the cultivators can sell their 
produce for the best price in open market, and thus ayoid the necessity 
of handing it over to a money-lender on account, ‘That sale in open 
market should be the general practice is, I think, essential to the 
success of an agricultural bank, and the general establishment of 
public marts seems to me an object which your Excellency’s 










Government should encourage, and one on which local bodies may with 4 
great advantage expend their funds. : 9— 
16. While I have been compelled to state my conviction that the oe 
proposals contained in your letter of the Slst May are not copyable — 





of practical application, I hope that your Excellency will ; 
that I am prepared to give the most careful attention to any * 
ie anet cay mat Ae ae h your: 
: government may suggest after cor nderaton Of © obj oul ns st t 
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[Extracts from the Famine Commission's Report, 1901, Part ITT, 
pp. 97—102.) 


Secrion 1V—AcuicuurunaL Banks. 


258. We attach the highest importance to the establishment of 
some organization or method whereby cultivators may obtain, without 
paying usurious rates of interest, and without being given undue 
facilities for incurring debt, the advances necessary for carrying on 
their business. Agriculture, like other industries is supported on 
credit. “The soiwkar is as essential in the village as the ploughman,” 
said the Secretary of State in reviewing the Report of the Deccan 
Riots Commission and the statement is true in existing circumstances. 
But, owing to causes, which it would be tedious to trace, the sowkar 
or éanta has, from being a help to agriculture, become, in some 
places, an incubus upon it. The usurious rates of interest that he 

| charges and the unfair advantage that he takes of the cultivators’ 
Res necessities and ignorance have, over large areas, placed a burden of 
: indebtedness on the cultivator which he cannot bear. Passed on from 
father to son, and continually swollen in the process by compound 
_ Interest, this burden of indebtedness has become hereditary and 
retains the cultivating classes in poverty, from which there is no 
escape, that we can perceive, except through state assistance or the 
r y of some other means by which the cultivator may get, on 
easier terms, the accommodation that he needs. But even the fuller 
measure of State aid in the shape of fatavi loans, which we shall 
recommend, will go but a small way towards removing the difficulties 
| of the whole class. Government cannot possibly finance all the 
cultivators of a district, still less of a province. In the establishment 
igh. of Mutual Credit Associations lies a large hope for the future of 
agriculture in India ; and from the enquiries we have made there is 
reaso 1 to believe that, if taken up and pressed with patience and 
J ‘energy, such associations may be successfully worked. 
. This question is, we believe, to come shortly under the 
ration f the Go rent of India, but it is necessary that 
we — — ——————— 
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think it well to offer a few brief remarks on the direction which, in 
our opinion, a practical scheme of Agricultural Banks should follow. 


290. The underlying idea in all Mutual Credit Associations, 
such as we recommend, is that a number of persons, by combining 
together, create a new and valuable security, which none of them 
previously possessed as individuals. Co-operation substitutes for 
isolated and helpless agricultural units a strong association competent 
to offer guarantees and capable of inspiring confidence. The 
advantages of lending to groups instead of to individuals need no 
demonstration. Itis simpler fora creditor to deal with a group 
of fifty or a hundred associated cultivatore than with the same number 
singly ; itis simpler for him to obtain repayment from the group 
than from each of the members composing it ; itis simpler for the 
group to make its own arrangements with each number than for 
the lender to try todo so. By the same process of reasoning, it is 
simpler for a Central Agricultural Bank to deal with groups of 
associated cultivators in each village than to make any attempt to 
deal with eath cultivator singly. 

201. To obtain the full advantages that co-operation offers, 
any group of cultivators, voluntarily associating together to obtain 
eredit on their joint responsibility must agree to abide by certain 
recognised rules, Notwithstanding the difference between Eastern 
and Western conditions, the rules of the Raiffeisen credit associations 
are probably the best that, subject to necessary modifications, any 
similar association in India could adopt. On this point some further 
remarks are required ; but before offering them, we desire to remove 
some misconceptions, which our enquiries have shown to prevail, 
both as to the seope of village banks and as to the fundamental 
principles which should regulate their working. 

292. Itshould be understood from the outset, and made perfectly 
clear to all concerned, that the establishment of a village bank docs 
not imply the creation of an institution from which the villagers may 
draw money at their discretion, A village bank, based generally 








upon the Raiffeisen system, admits no one to membership who does 


not fulfill certain conditions which are essential for the safe 


of the bank’s — it work⸗ only. for the benefit of ‘its ow = 
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disappointment afterwards, and no unnecessary alarm caused to the 
old established village money-lender. 

293. Wehave been told by some non-official witnesses that, if 
Agricultural Banks do not lend for miscellaneous purposes, they stand 
no chance of succeeding, and by other witnesses that, if they do 
lend for miscellaneous purposes and thus compete with the money- 
lender, they are sure to fail. We think that both apprehensions 
arise from a misconception of the objects in view. It is not intended 
to frighten the village money-lender by permitting a village bank to 
enter into competition with him over the whole field of his business ; 
still less is it the intention to encourage borrowing for unproductive 
purposes, No association borrowing on the joint responsibility of its 
members would be justified in devoting any of its funds to loans for 
unproductive purposes, It does not ‘consequently enter jnto the 
scope of a village bank’s operations to lend for marriage festivities or 
for caste feasts or similar objects. If people wish to borrow money 
for such purposes, or for any other purpose unconnected with 
agriculture, they must still go to the village sowkar or bania. The 
co-operative agricultural bank only aims at freeing the great 
business of the cultivator’s life from the terrible burden, which now 
presses on it owing to the usuriousinterest taken for agricultural loans, 

294. To sum up, the objects ofan Agricultural Bank of this 
kind may thus be enumerated :— 

~~ (1) To enable its members to obtain loans at reasonable rates for 
agricultural purposes by placing them in a favourable 
position to borrow, and by assisting in tho creation of a 

new credit, which individually they did not possess, 
(2) To provide them with a secure place, in which to deposit 

their small savings. 

(8) To encourage thrift, by holding up before the eyes of the 
plisr’ members the principle that money should not be 


— borrowed unless for reproductive purposes. 


— — — among the village community in 
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(2) The area in which the village institution works must be 
well defined and restricted to narrow limits. 


(3) Members must be carefully selected, and none admitted 
but those of approved character, 


(4) All services in connection with the bank’s administration 
must be gratuitously rendered. 


‘ (5) There should, in general, be no paid-up capital. 


(6) All net profits are payable, notas dividends to members 
but to the reserve fund, which must be indivisible. 


A few words of explanation on these conditions are necessary. 


296. Unlimited liability is insisted on, because under such 
conditions a few ordinary villagers can readily provide a guarantee 
sufficiently strong to satisfy the requirements of those persons willing 
to lend money to them at reasonable rates. It remains to be seen 
whether the principle of limitation by guarantee will not be equally 
efficent and mare acceptable, The feeling of joint responsibility 
induces eath member to exert himself to the utmost to safe-guard 
the common interest ; it compels caution in the distribution of loans 
to members, and causes therm to hesitate over the introduction of any 
new members likely to cause loss to the association by unpunctuality 
or backwardness in making payments. 


297. The limitation of area is an absolutely necessary condition 
in the case of a society which relies so greatly, as a safe-zuard against rf 
loss, on the bond of common interest, on the influence of social 
pressure, and on the intimate knowledge the membershave of each == 
other’s character and affairs. Usually the members of a village bank = = 
should all be residents in the same village, or in the same group of J 
villages, provided that no one lives further than three or four miles & F 
from the Bank’s head-quarters. - rs 


208. The eelection of members is one of he pica facto a 

in the success of a village bank, which should never contemplate 

: going —— to recover any of its advances. Loans are nade to 
“amount of the Joan * ‘the security of one or more other, mem * 
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may be caused to the society, by the failure of a borrower and his 
sureties to fulfil their obligations, will ultimately fall on the whole 
body of members. 

299. Gratuitous services in connection with the bank’s business 
are desirable, because, as the bank works only for the benefit of its 
own members, and the primary object of the society is to facilitate the 
f obtaining of loans at reasonable interest, any expense would have 
to be borne by the society and would tend to nullify the object in 
view. Moreover, such gratuitous service directly tends to foster a 
sense of public duty and the acquirement of business habits. As a 
village bank does not meet usually more than twice a month and the 
proceedings do not occupy more than an hour or sv, the amount of 
labour devolving on the oflice-bearers is trifling. 


300. The formation and indivisibility of the reserve is one of the 
* great sources of strength toa village bank. As the association starts 
f 7 3 without any subscribed capital, the formation of a continually 
| growing reserve to supplement the guarantee of-the associated 
members is necessary both to enable the members to obtain better 
terms when borrowing and to safe-guard them from the loxs which 
default on the part of any members might bring upon them. 
As the members do not associate for the purpose of profit on 
invested capital, but for the purpose of furthering their 
| common interest, all profits obtained from the bank's operations are 
—— carried to a common fund, the joint property of all the members. 
| The division of this fund is forbidden in order to prevent its growth 
arousing the eupidity of the members, and tempting them to break up 

* their Society for the sake of small temporary profit. 


im 301. The village bank organised on the preceding principles must 
n at the outset from some source outside itself the capital with 
which it has to work, In those European countries where the system 
tural banking has taken root, village banks are largely 
el by Conte anks operating on a large scale; but in India 
— no hope, in the beginning, at all events, that these Central 
2: 3a ok. so ‘ ae —— come into existence. Efforts must 
—— agencies. It may be that at first 
t be suc a Os ak ee wos bo, 
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S02. In the tract of country to be served by village banks there 
doubtless will be found influential landlords, merchants, and others 
who, apart even from their desire to take part in a movement for the 
publie good, will find it to their interest to lend their aid. It will be 
possible to organise these gentlemen into a society for the purpose not 
only of providing funds for financing the village banks, but also for 
the purpose of stimulating their formation and guiding their action. 
The money may be subscribed in shares, each of small amount and 
bearing interest, say, at 4 per cent. per annum. Such a society 
should be called the Organization Society: and should there be any 
difficulty in subscribing the requisite capital, there is no reason why, 
to begin with, the society should not borrow the amount from 
Government. 


503. Incourse of time, and when village banks have taken root, 
the Organization Societies in a District or even in a division may be 
amalgamated ; when this happens, the Central Society would take 
on itself the funetion of financing and controlling all village banks 
in its sphere of operation, In this scheme the Organization Society 
woukl, in point of fact, be an intermediate stage of development. 

304. The duties of the Organization Society may be summed 
up as follows :-— 


(1) To promote the knowledge of the principles of Co-operative 









banking in the locality. be 

(2) To organise village banks and to supervise their working. * 

(3) To grant advances to village banks under its supervision, =| 

Ne (4) To arrange for the proper audit from time to time of the « — * in 
i *bank’s books. ‘ ; 


“— 
— 


805. ‘In many districts there aro large land-lords (we especially * 
instance the Court of Wards, managing estates of disqualified owners) 
who may themselves wish to establish village banks on their estates 
us and to advance to them, at reasonable interest, the money re oe 
for their operations. There is no reason why t this should 1 — 
done, and why village banks financed by the land-lord | Jone should 
ae wens See so hm ‘finanead = 
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$06. ‘The above is only a brief stretch of the principles, organisa- 
tion and object of village banks founded on the Rawrewenx system, 
It appears to us that there is in every province, which we have visited, 
a wide scope for the establishment of such banks: some have been 
already established in the North-Western Provinces and Oudh. In 
some provinces the hope of successful working is better than in others; 
but everywhere there is justification for an effort. No doubt such 
banks may, in the commencement, meet with opposition from the 
money-lender, who already occupies the field, and they may also meet 
with suspicion and half-hearted support from those who do not under- 
stand their principles. But Indian native life presents us with 
instances of co-operation for mutual benefit’ and the principle which 
underlies the Ratrrnisen system is not really foreign to the thoughts 
of the people. 

307. The system cannot suceeed unless the people themselves 
aid freely in working it. But, if the experimental banks initiated 
2 by the Organization Society take root in any district, the future 
growth of the movement will be in proportion to the desire of the 
; people to free themselves of their present burden of indebtedness. 
The system separates the working bees from the drones, and gives 
the former an opportunity of escape from the disqualifications which 
now press so heavily on both classes of cultivators alike. 


308. The preceding remarks apply to Mutual Credit Associa- 
tions in their agricultural aspects; the same needs exist and a similar 
remedy applies in connection with the promotion of rural industries 
and the relief of artisans. It may, indeed, be possible for one associa- 
tion to combine both forms of relief, But in any case it will be 
necessary to legislate concerning the privileges which all such associa- 

tions should enjoy; this matter is, we understand, already under 
— ‘consideration of the Government of India. 

—— 800. There remains the larger question of encouraging land and 
maorts a — and private individuals to apply capital to the perma- 
nprovem tent of the soil. This was considered in connection 

— and we desire to mention with approval of 
































Co-OPERATIVE Crepir Socrerres’ Brow, 1903. 
Statement of Objects and Reasons. ~ 


Tue object of this measure is to provide the requisite legal basis 
for the establishment in India of Agricultural Banks, or—to use a 
more appropriate expression—of Co-operative Credit Societies. Such 
a scheme for improving the credit of the masses has for some time 
past been engaging the attention of the Government, the advantages 
likely to follow the provision of some means of obtaining capital, 
especially in connection with agricultural operations, otherwise than at 
usurious rates of interest having, indeed, long been recognized in this 
country. Legislation is called for not only in order to lay down the 
fundamental conditions which must be observed, but also with a view 
to giving such societies a corporate existence without resort to the 
elaborate provisions of the Companies Act; but it is thought that 
legislation should be confined within the narrowest possible limits. 


The Bill has, therefore, been drawn so as to deal only with those 
points which fhe Government consider to be essential, and its 


provisions have been expressed in simple and general terms, a wide 
rule-making power being reserved to Local Governments, so that what 
is felt to be of the nature of an experiment may be tried in each 
Province or part of a Province on such lines as seem to afford most 
promise of success. An explanation of the more important features 
of the draft will be found in the annexed notes on its clauses. 


Notes on Clauses. 
Clause 3—Mauch importance is attached to the — of a 


special officer in each Province, who should, as” Registrar ofits 


Co-operative Societies, guide and control such societies, particularly 


‘in the early days of the movement. Gradually, no doubt, as experience — | 


is gained and the societies are able to stand alone, the fostering care 


of the Registrar will be less required, oh chee ae * 


ymé be satis hn op — 
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in towns and large villages. While, therefore, it is proposed to allow 
urban societies to be promoted on a share basis with limited liability, 
for rural societies it has been decided to insist upon the principle of 
unlimited liability. “The utilisation of combined credit for the benefit 
. of individual agriculturists is the kind of co-operation which it is 
desired to encourage, and towards this end the measure is mainly 
directed. It seems essential that the main qualifications for admission 
to membership of a society, whether rural or urban, should be laid 
down by legislation, and it is thought that the most prominent 
qualification should be residence in the same neighbourhood, inasmuch 
as it is an essential principle that the lenders should have that accurate 
knowledge of the circumstances of the borrowers which can only thus 
be obtained. It is also important that members should be eligible for 
admission by election only so as to secure that mutual confidence upon 
which successful co-operation must depend. 
Clause 8.—As it is desired to foster thrift and mutual co-operation, 
it is provided that loans shall be admissible to members only, save in 
_ the case of urban societies, when it is proposed to allow, eubject to the 
° sanction of the Registrar, advances to be made to rural societies in the 
same district. The question whether pawn-broking should be 
countenanced has been much discusssed, and the conclusion embodied 
| in clause 8 is that it should be prohibited except as regards advances 
‘ by rural societies on the deposit of agricultural produce. 
Clauses 9 and 10.—These clauses aim at strictly limiting the 
Ly number and value of the shares held by a single individual, and 
oar rendering shares untransferable until they have been in the possession 
‘ of the holder for a certain period. The object is to prevent the 
1 acquisition of a predominant interest in a society by speculators whose 
. advantage it might be to wreck it, or to use the facilities furnished 
4 bythe measure to start banks for ends other than those which it is 
desired to promote, 
| * Clause 11.—It is here provided that the interests of individual 





: s _ mem bers in the funds of a society shall be exempt from liability to 
attachmen sa —— ae — 
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discarded, and these clauses are confined to giving them a prior claim 
as against ordinary creditors on the crops grown, and cattle, cte,, 
purchased with the aid of advances, and also a licn on shares, dividends 
and deposits. . 

Clause 15.—This provision will render official audit compulsory, 
and, it is believed, will give the outside public and the members 
confidence in the management. Even although a society may receive 
no financial assistance from the Government, yet it will obtain 
valuable privileges under the proposed Act, and it is but reasonable 
that it should at the same time be obliged to submit its accounts to 
some check, which must in this country take the form of an official 
audit. 

Clauses 17 and 18.—These provisions as to the dissolution and 
liquidation of a society call for no special explanation. 

Clanse 19.—Power is here taken to grant by execentive order 
certain exemptions in respect of income-tax, stamp-duties, and 
registration-fees. In provinces where there are no records-of-rghts, 
the searching of registers kept under the Indian Registration Act, 
1877 (3 of 1877), is the only means of ascertaining the existence 
of encumbrances upon land ; but the right to search free of charge is 
a privilege which might be used to obtain information required really 
for private purposes, and power has, therefore, been expressly taken to 
withdraw it, in case of such abuse, from any particular society, 

Clause 20,—The Bill does not provide for the grant of financial 
assistance by the Government ; but it may be necessary to afford such 
assistance, and the matter is lakt to ‘be sepalated by executive order. 
The power summarily to recover any advances made in this way, as — 
also any other sums due to the Government, is reserved by clause 20. 

Clause 21.—The object of the wide rule-making power here 
contemplated has already been adverted to, 


Clause 22.—It is proposed, as has also been explained — 








[ &rtracts from the Proceedings af the Governor General’s Council, 
lated the 28rd October, 1903.) 


Co-oreratives Creprr Socrerres’ Bru. 


Sik D. Ipperson said — 


One of the most difficult problems with which the small 
, arriculturist is everywhere confronted is, to obtain the money which 
e is necessary for his operations at a reasonable rate of interest. This is 
\S a state of affairs by no means peculiar to India. The petty 
— agriculture of Europe is for the most part financed by borrowed 
capital, and there too the money-lender takes advantage of the 
exigencies of the cultivator to demand exorbitant terms. In 
India, however, the problem is aggravated by the fact that 
Indian rates of interest are to sume extent survivals from times 
when the security which the agriculturist had fo offer was of 
far smaller value than at present, and partly perhaps by the fact 
that into most Indian contracts there enters an element of 

* oriental hyperbole, for which full allowance is made when the 

* settlement is by mutual consent, but which our Courts of Justice 
are for the most part unable to recognise. 

Some fifty years ago, the establishment of agricultural banks 
and of co-operative credit sovieties for small men was _ initiated 
in Germany by Scuutze Derrrzson and Rarrrnisen respectively. 
The experiment, passed through twenty years of struggle and 
_ uncertainty ; ; but eventually it succeeded beyond all expectation, 
the institutions of both classes now execeding 5,000 in number ; 
— the example thus set has been imitated, with more or less 
modification, in many European countries where land is commonly 
a in the hands of men of small means. : 
ye dras was the ‘Indian province in which attention was 

l to the ‘subject. In that province an _ indigenous 
m called a Nidhi had sprung into existence at about the 
as th _ movement to. which Ihave just referred began, 
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notwithstanding numerous failures, and much discredit attendant 
upon a period of speculation, they have attained a very considerable 
degree of success, since at prosent they include some 86,000 members 
with a paid-up capitalof 75 lakhs, is encouraging as suggesting the 
possibility of establishing true co-operative credit societies among an 
Indian people. 
It was the Madras Government, then, who, towards the end 
of 1899, forwarded for the consideration of the Government of 
India a report upon the subject which had been prepared under their 
onlers by Ma. (now Ste Farpentox) Nicnotsoy, and which is a 
monument of research and a perfect storehouse of —— — ; while 
about the same time Mr. Durnenwex, a civilian in the United 
Provinces, published a book upon ‘Peoples’ Banks for Northern India’. 
The Government of India fully realised the doubts and 
difficulties which must attend any attempt to introduce the 
Ratrretsex system into rural India. But they also recognised the 
enormous advantage which would result to the Indian cultivators 
if by any.means they could be induced to utilise their combined 
savings under a system of co-operative credit, and so be freed, even 
partially, from the necessity of recourse to the professional money 
lender. They therefore referred the subject in its most general form 
to Local Governments for preliminary consideration and suggestions. 
After some intermediate diseussion, the opinions of Local 4 
Governments were considered in June 1901 by a strong Committee 
. under the presidency of my Hon’ble colleague Sm Epwanp Law ; and 
r ° it was on the report of this committee, to which were attached a draft 
| Bill, and draft model schemes of management for co-operative credit 

; societies with limited and unlimited liability respectively, that 
proposals for action first took a form sufficiently definite to 
allow of detailed discussion. These proposals wero referred to 
Local Governments for criticism, and it is upon a consideration 
of the replies which have been received to this reference that the 
Government of India now propose to take action, 

i. While the subject had thus been under discussion, a certain 
ea amount of experience had been gained from —— 
— had been made with varying suceess in several: —— Seed 
India, In some cases failure. —— — was —— 
official support ; but in a few s * 
--ashioved, ames — * 
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One thing, however, soon became apparent—that no real 
advance was possible without logislation. The Companies’ Act at 
present in foree (Act 6 of 1882) contains 256 svctions, and its 
elaborate provisions, however necessary in the case of combinations 
of capital ona large scale, are wholly unsuited to societies of the 
kind which we desire to encourage. The first thing to be done, 
therefore, was to take such socicties out of the operation of the 
general law on the subject, and to substitute provisions specially 
adapted to their constitution and objects. In the second place, 
it was desirable to confer upon them «pecial privileges and facilities, 
in order to encourage their formation and assist their operations, 
And, thirdly, sinee they were to enjoy exemption from the general 
law and facilities of avery special nature, it was very necessary to 
take such precautions as might be needed in order to prevent 
speculators and capitalists from availing themselves, under colourable 
pretexts, of privileges which were not intended for them. These 
three ends were the objects which we kept in view in framing the 
oo legislation that I am about to propose. 

_ When we came to consider the details of our Bill, we found 
that we had before us an extraordinary diversity of opinion, which 
extended in many cases to matters of principle, and which reflected, 
not. only the individual convictions and experiences of the authorities 
‘ consulted, but also the infinite variety that characteriwes the 
Pe conditions with which we have to deal and the material with which 
: we have to work, But such diversity of opinion was only to be 
expected. The fact is that the whole business ix of the nature 
of an experiment, upon which we are entering with very scanty 
knowledge and very little local experience, and in which we 
shall have to feel our way cautiously, and to gain our experience as 
- we advance, We have, it is true, European results to guide us, and 
ean models to imitate, But it by no means follows that what 
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advantage, is to sucteed, it must be, as far as possible, au indigenous 
and a natural growth. An exotic type may be forced by artificial» 
stimulus to flourish for a while, but we can never expect it to take 
vigorous root, or to continue to flourish when that stimulus is with- 
drawn. Certain broad principles must be laid down, and certain 
precautions must be insisted upon; but within those principles and 
subject to those precautions, the people must in the main be left 
to work out their own salvation on their own lines, the function of 
Government being confined to hearty sympathy, assistance and 
advice. 

Guided by those considerations, we have kept two cardinal objects 
in view in framing the present Bill. The first is simplicity, Some 
of the schemes which were laid before us were far too elaborate for 
the comprehension of the classes for whom they were intended, but 
who certainly could never have complied with their provisions. 
Simplicity is the first essential for success. The second is efasticity. 
Our aim has been to lay down merely the general outlines, and to 
leave the details Yo be filled in gradually on lines which the experience 
of failure or success and the natural development of the institutions : 
may indicate as best suited to each part of the country. So far, 
therefore, as it deals with the constitution of the societies, we have 
confined the provisions of our Bill to those general principles which : 
we consider that all co-operative credit societies should accept as the f 
condition of being permitted to enjoy the advantages afforded by our a 
special legislation. There are other matters in respect of which some J 
guidance and some restriction will be necessary; but we have left ae 

the them to be dealt with by Local Governments in accordance with 
ve local needs, in the exercise of the rule-making power which the Bill 
— commer ee Sts icra If the Bill passes into law, wo shall-impress 






in the — framed under tho law as they are in the lw ite, and ia 
that especially in the first instance, and antil — experience — a 


— 
1 


* es: 





aaa aE ti Ia nt — — — ee il oe aN = eee i —————_ a — J * 
. | : > 
— ⸗* 
PROVISION OF BORROWING FACILITIES. 260 


precise object with which we desire to create them. That object 
“may perhaps be defined os the encouragement of individual thrift, 
and of mutual co-operation among the members, with a view to the 
utilisation of their combined credit, by the aid of their intimate 
knowledge of one another's needs and capacities, and of the pressure 
| of local public opinion. 
fe The main object of our endeavours is to assist agricultural credit, 
which presents a far more important and more difficult problem than 
does industrial credit. But we recognise that artisans, employes on 
small pay, and other persons of small means residing in towns, may 
very properly be admitted to the benefits of our legislation. We 
. therefore provide for two classes of societies—rural, which are composed 
of agriculturists (a term which is not intended to include the wealthy 
rent-receiver), and wurden, which consist of artisans or other persons 
of limited means. The members of a rural society may live ina 


* town: so also the members of an urban society may live in a village, 
rf 4 but it must be one single village—a condition which will exclude in 
J practice all villages that are not safliciently large to“ possess an urban 
character, In the case of both classes we provide that the members 
— must be small men, for we are not legislating for capitalists; that 
a they must be residents of the same neighbourhood, else the 


knowledge of one another which is to guide them in their operations 
will be wanting; that new members shall be admitted by election 
only, thus securing that mutual confidence which is the only 
* possible foundation of co-operation; that a man must be a 
member before he ean borrow from the society, and must in that eapacity 
have contributed to the funds of the society, since our basis is mutual 
co-operation; that money shall not be lent on mortgage, so that the 
pete may be liquid, and capable of ready realisation; that the 
in es in a society which may be held by a single member is to be 
i. in onler to prevent an individual from obtaining control ; and 
res can be transferred subject only to certain restrictions 




















ap 2ou8 ~ ich are intended to prevent speculation. We provide for a simple 


ee r stration ; for compulsory dissolution, subject to appeal 
1 Government, in order to meet the case of fraud, or of 
@ societies which may have obtained the benefits. of 
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confined and most consonant with the mutual confidence which is 
to form their basis; we lay down that no profit is to be directly 
divided among the members, since their object is not to make money 
but to assist one another, and any surplus that may accrue 
should either be carried to a reserve fund, or be applied to reducing 
the rate of interest upon loans; and we forbid the society to 
borrow money without sanction, for it would often be worth the 
while of a money-lender to risk his money in order to get a success- 
ful society into his power, and so to rid himself of a rival. We 
prohibit pawn-broking, since the basis of the operations should be 
personal and not material security ; but we allow agricultural produce 
to be received as security or in payment, and to be converted into 
money at any time by the society, which will generally be in a posi- 
tion to get a better price for it than an indebted cultivator could 
obtain. 

In the case of urban societies we allow of limited liability and the 
distribution of profits, subject to the creation of a sufficient reserve 
fund, and .we allow them to lend money to a rural society which is 
situated in the same district, and with the circumstances of which they 
have therefore the opportunity of being acquainted. 


Having thus provided for the constitution of our societies, and 
regulated their operations, we proceed to confer upon them certain 
ariviloges. We exempt the shares or other interests of members in 
the capital of a society from attachment for their private debts, thus 
encouraging thrift, and giving stability to the operations of the society ; ; 
we relieve societies from the necessity for letters of administration 
or a succession certificate; we give them a lien ‘upon certain forms of 
property when created or acquired by means of a loan from them, 
until the Joan is repaid ; and we make an entry in the books of a society 


prima facie evidence in a suit to recover money due to it. We take 


powers for the Governor-General in Couneil to exempt societies and 


their operations from income-tax, stamp-duties, and r tion-fees ; 
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confer a wide rule-making power upon Local Governments while 
indicating certain heads under which it will probably be advisable to 
exercise it; and we declare that the provisions of the Indian Companies’ 
Act shall not apply to societies registered under the new law. 


There are four points of some importance as to which the Bill is 
silent, but which have beon much discussed, and with great diversity 
of opinion; and I may perhaps briefly indicate why our proposals 
include no‘provisions regarding them. The first is, the objects with 
which these societies may make loans to their members. It has been 
strongly urged that no loans should be permitted except for productive 
expenditure, and specially that they should not be granted for such 
purpose as marriages and the like. We recognise that there is much 

a to besaid both for and against the proposal; but we have finally 


might be imposed by law, it would be impossible to enforce them, 
while their mere existence would encourage evasion and deceit. More- 
over, we are not without hope that the fact that a society refuses 
| to lend moro than Rs, 50 toa member for a marriage, as being as 
Mh much as he can hope to repay, may not unfrequently lead to his 
. | limiting his expenditure to Rs. 50 — of going to the money-lender 
i for Rs. 100. 


J In the second place, it has been suggested that a summary 

: procedure for the recovery of debt should be placed at the disposal 
of these societies. It. is true that the recovery of debt by civil suit 
is a tedious process, and that a society of the sort we are considering 
is perhaps the least fitted of all agencies to conduct such a suit. But 
it is a serious matter to place our executive machinery at the disposal 
of a private creditor. And, above all, such artificial assistance would 
discourage the exercise of that vigilance and caution upon which these 
societies should depend for their security. With the local knowledge 
which will be at their command, they should, if they conduct their 
Min prudently, hardly ever need to have recourse to a Court. 
: Their ir strength should lie in that knowledge, and not in any special 
- ~proce ess of recovery. In the rule-making section we have authorised 
Tal 6 vernments to provide for the settlement of disputes by 
on if a society #0 wishes; ee ee 
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Compound interst is a devilish engine in the hands of a creditor whose 
whole object is to involve his debtor in his meshes, But fairly used, 
it is just enough; and prompt recovery of debt is essential to the 
working of these societies. There is a danger that they may be too 
slack im dealing with their friends and neighbours, and compound 
interest will provide a useful stimulus to the debtor. 


In the fourth place, we have been asked, with the object of giving 
spocial encouragement to thrift, to extend to mere deposits made by 
members with their societies, the same exemption from attachment 
for debt for which we have provided in the case of contributions that 
have merged in the capital funds of the society; and the precedent 


‘of Provident Funds has been quoted in support of the proposal. 


We do not admit the analogy, Provident Funds are protected, not 
for the benefit of the subscriber, but because they form a provision 
for the widow and the orphan; and we do not think that thrift should 
be encouraged wholesale at the expense of the legitimate ereditor. ; 
The exemption for which we have provided is confined within definite 
limits, and we do not propose to extend it. 

Such, my Loxn, are the outlines of the legislation which Iam about 
to propose to Council. But legislation is useful only as the basis 
of subsequent action ; and the subject is of such great and general 
interest and importance that I think I shall be justified in asking the 
Council to bear with mea little longer, while I briefly sketch in outline 
the action which we propose to take if our Bill becomes Law. I have 
said that the whole matter is an experiment, and that we shall have to 
gain our experience as we go, Under these circumstances it is essential 
to proceed gradually and with the greatest caution, We cannot hope 
to eseape failures, which will involve loss to individuals; and. snany, 
failures would set back the cause which we have at. heart, while a few 
successful societies will specdily find spontaneous imitators, | ‘it ‘ay a 
stroke of the pen I could cover the country to-morrow with a net work 
of these socictics, I should decline to do so until we know more, bout 
the forms which will best suit’ the conditions with which we have te 2 ni 
deal. And that knowledge only experience can teach us. * 
On the other hand, it is abundantly clear — 
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afford a wide experience ; and an important element in the choice 

will be the personal character of the District Officer, and the degree 
in which he possesses the confidence of, and exercises influence over, 
the people. I shall explain presently how we propose to relieve the 
District Officer when the societies have once been formed, Bat it is 
he who must give the first impulse ; he must explain the new law 
and preach the new gospel ; he must select the places in which the 
experiment is most likely to sueceed, and must suggest to the people 
that they should try it, putting it to them as action to be taken, not 
by Government but by themselves, while explaining how far and in 
what way Government is ready to help them, 

Indeed, the active assistance and support of the District Officer 
will be necessary in every case, until the new plant has taken firm 
root and is strong enough to stand alone, and the officer who is in 
immediate charge must work in constant consultation with him. 
But we do not propose to burden him with the detailed care of the 
societies, Hon’ble Members will observe that the Bill provides for 
the appointment in each province of a Registrar, te whom somewhat 

\ extensive powers have been given in order to secure that our 
legislation is not taken advantage of by bogus societies, We 
propose that he should be a whole-time officer specially selected for the 

i work, and that to him should be entrusted the care and supervision 

i of all the societies in the province. The advantage of concentrating 

he this duty i in a single pair of hands will be, that the experience of all 

Pr. the societies will be placed at the disposal of each, since by watching 

: developments under varions conditions the Registrar will gain 

experience which will render him an invaluable adviser ; he will know 
what has succeeded in one place or failed in another, and will be ina 
position | to point out defects and suggest remedies, and to prevent 

‘the repetition of mistakes, For the first few years at least he will 

‘constantly be going round, visiting the societies and watching their 

ess, criticising and assisting them, but asa friendly adviser 
¢ than as an inspecting officer, As experience is accumulated 
the ‘societies. gain strength and are able to stand alone, and 

— as their numbers multiply, the ‘dry-nurse’ element will disappear 

oH rom sigs duties, which will become more purely official. 
4 von one more point to touch upon, The first question 
has indeed | been asked already—is, what i is 
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assistance ? Ihave already said that we propose to exempt for the 
present their profits * operations from income-tax, stamp-duties, 
and registration-fees. We shall also authorise them to open publio 
accounts in the Post Aa Savings Banks ; 3,and these measures will 
apply equally to urban and to rural societies. In the case of urban 
societies we propose to go no further, 


As to whether Government should contribute to the capital 
of rural socicties the most opposite and extreme views have been 
urged upon us. It has been suggested that we should finance them 
entirely ; but such a procedure would be destructive of that thrift 
and co-operation and mutual self-help which itis our object to 
encourage, It has been proposed that the distribution of Government 
takavi advances should be entrusted to these societies ; and I think 
it quite possible that some day we may be able to make use of those 
among them which have taken root and flourished, and which stand 
on a strong and independent basis of their own, as valuable agencies ; 
for the purpose. But they must learn to swim before they are thrown 
into deep water ; to take care of their own money before they are 
trusted with much of ours ; and to allow them to regard themselves 
as mere agencies for the distribution and recovery of Government 
mlvances would wholly defeat the object of their creation. 


From the opposite point of view it has been argued that any 
financial assistance whatever from Government must obscure — 
co-operative principle, and weaken the spirit of self-dependence which 
we desire to foster ; and it has been urged that Government should | 
confine itself to sympathy and encouragement and moral support. = 
To this it has been replied, and not without reason, that assistance > 
thus restricted would be but cold comfort, We fully recognise the 
danger which is pointed out; and we propose so to limit our assistance - 
‘as to minimise that danger as far as possible, by laying down that it 2 
must be preceded by, and must depend in its amount, upon a genuine = 
subscription by the people themselves. But, subject to these condi- — 
tions, we are prepared to give financial assistance at the start. We ey 
believe that such assistance will have a value beyond smere use a8 a⸗ 
capital on easy terms, since it will be an earnest of the reality o ——— 
interest which Government takes in the —— ca ; 
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and of the provision of funds, we shall not feel that we have sue- 
ceeded unless we eventually find ourselves able to withdraw ; for as 
has been well said, ‘co-operation must be built up from the bottom, 
and not from the top." ™ But, for the present, we shall be prepared to 
advance money to rural socicties in even fifties of rupees, subject to 
the condition that the total advance outstanding shall at no time 
exceed the total amount subscribed or deposited by the members of 
the society, or a limit of Rs, 2,000 in the case of any single society. 
It may be said that the first condition will greatly restrict the 
alvances ; but at any rate they will double the resources at the 
disposal of the society. During the first three years of the life of 
any society, the advances will be free of interest, and will not be 
recoverable except in the case of the society being wound up; while 
after that period they will ordinarily bear interest at 4 per cent., and 
will be recoverable in annual instalments not exceeding one-tenth of 
the total amount due. The Registrar will have power to suspend the 
payment of any instalment of capital on payment of any interest that 
may be due, and such suspension will simply postpone dhe payment 
of the suspended instalment and of all subsequent instalments by one 
instalment period. 

Such my Lord, are the outlines of the legislation which we 
propose, and of the executive action which we intend to base upon it. 
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Co-orgnative CGunrr Societies Act AMENDMENT Biin, 1921, 


Statement of Oljects and Reasons 


When the Bill, which subsequently became the Act of 1904, was 
published, the following remarks were made in the Statement of 
Objects and Reasons :—*“ Legislation is called for not only in order to 
lay down the fundamental conditions which must be observed, but also 
with a view to giving such societies a corporate existence without 
resort to the elaborate provisions of the Companies Act; but it is 
thought that legislation should be confined within the narrowest 
possible limits. The Bill has, therefore, been drawn so as to deal only 
with those points which the Government consider to be essential, and 
its provisions have been expressed in simple and general terms, a wide 
rule-making power being reserved to Local Governments, so that what 


_ is felt to be of the nature of an experiment may be tried in each province 


or part of a prayince on such lines as seem to afford most promise of 
success”: ahd these principles were followed in the Act as passed. 


2. The adequacy of the existing Act was examined at a 
Conference of Registrars of Co-operative Credit Societies in 1909, 
and it was held that the Act still remained in many ways unduly 
restricted, and that it also required certain alterations in detail which 
hal been suggested by experts since 1904, The Conference of 
Registrars drew up proposals for the amendment of the Act, and after 
consulting Local Governments on these proposals the Government of 
India have prepared the Bill now published. The chief changes 
contemplated by the Government of India are four in number :— 

(*) The Act of 1904 applies to Societies for the purpose of 
co-operative credit only, and not to Co-operative Socicties 
of other kinds, such as those established for production 
or distribution, It has in practice been found that * 
establishment of Credit Societies has led to the une 
of other classes of Co-operat 
advisable that the privileges extended bythe ako 
Co-operative Credit Sovieties should be extended to | hese 
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(ff) In the Act of 1904 Societies were classified according 
as they were “Urban” or “ Rural” and the principle 
was laid down that as a general rule rural societies should 
be with unlimited liability. This basis for distinction 
was adopted, mainly because it represented a classification 
which had already been recommended and put in force 
in the initiation of Co-operative Credit Societies in 
certain parts of India, but it was at the time criticised 
as unsuitable by experts, and it has in practice been 
found artificial and inconvenient. The real distinction 
is between Societies with limited and those with 
unlimited liability, and it is proposed in the new Bill te 
maintain this distinction only while retaining the 
principle that agricultural Credit Societies must, as a 
general rule, be with unlimited liability—see clause 4 of 
the Bill. 

(tt) The Act of 1904 did not contemplate that Societies with 
unlimited liability should distribute” profits. It is still 
felt that such Societies do not represent the best form of 
co-operation for agricultural communities, but this form 
of Society has, in practice, been for some time in 
existence in several provinces, and Societies of this 

¥ character, though not of the orthodox type, are 
ae recognized to be capable of useful work. Although 
— therefore it is not intended to give them undue 
encouragement, it is proposed to legalize their existence 
and to permit an unlimited Society, with the sanction of 
the Local Government, to distribute profits—see clause 28 


















hemes of the Bill. 
— —— A cardinal principle which is observed in the organization 
Br ae Py | Societies in Europe is the grouping of ° 
+3 * * Societies into Unions and their financing by means 


Poe me of Central Banks. This stage of co-operation had not 
* been fully realised or provided for in the Act of 1904, 
but such grouping of Societies has already been found 
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[&rtracts from the Proceedings of the Governor General's Council 
dated the Ist March 1911.) 


Co-orenative Creprr Societies Act AMENDMENT Br. 


Tne Hon'’ste Mr, Cantyre said :—I beg to move for leave to 
introduce a Bill to amend the law relating to Co-operative Credit. 
Societies. When Sire Denzin Isnetson introduced the Co-operative 
Credit Societies Bill in October 1903, he remarked : ‘ I believe that 
it would be hard to exaggerate either the importance or the difficulty 
of the experiment upon which we are about to embark. I feel by no 
means certain of success. And if we do achieve success, I do not 
expect to find in it a panacea for all the difficulties of the Indian 
cultivator, But I am convinced that if we can succeed in inducing 
him to combine with his fellows to utilise their collective credit for the 
benefit of each, we shall have done a great deal to lessen those 
difficulties and to improve his condition. At any rate, I hold it to be 
the bounden* duty of Government to give the experiment a fair trial, 
and to do all that lies in its power to make it successful. But it must 
be remembered that success or failure lies in other hands than ours. 
We can do nothing of ourselves. We can offer encouragement, 
advice, legal facilities, and executive and financial assistance. It is 
for the people to decide whether they will avail themselves of our 
offer.’ The offer has been made to the people, and by the people it 
has been accepted. While the present Act was under discussion in 


Council many fears were expressed. There was, said one Indian — 
Member, the want of that one essential quality, namely, co-operation, — 
which has been a prevailing defect of the Indian character from a 


long time and the cause of many evils. Another Member held that 
insistence on the principle of unlimited liability was likely to keep 
away from the new societies those very classes whose help and 


- 


co-operation would be indispensable. This Member also held’ that — 


insufficient provision was made for financial resources, and that the 
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that Indians will co-operate, that unlimited liability is not a bugbear, 
that societies aro succeeding in attracting capital, and that they have 
not found the absence of a summary procedure an insuperable difficulty 
in the way of collecting their debts. 


According to the Inst figures available, there are now 3,456 
urban and rural societies with a membership of 226,958 persons, and 
with a working capital of Re. 1,03,27,743 ; of which, IT am clad to 
say, only Rs. 7,21,775 comes from Government. This is the result 
of 7 years’ working. In Germany there were only 1,729 Co-operative 
Credit Societies working in 1890, 23 years after the first Prussian 
Co-operative Law was passed. In Austria the co-operative mov ement 
commenced in 1873, After 17 years there was only one Ravreisen 
Bank for 131,000 inhabitants. Here, excluding Native States, we 
have already in 7 years got approximately one rural Co-operative 
Society to just over 70,000 people. In Italy the first rural bank was 
founded in 1883, and it took 24 years to bring the number up to 
1,461, Seven years after the movement had commenced, there were 
only 4% banks. Making every allowance for differences in “membership 

of the societies and for the fact that India has benefited by the 
pioneer work, specially, of Germany and Italy, and that the pioneer 
work has been done here by the State and not by individuals fighting 
against the State, yet the figures I have given testify to an 
extraordinarily rapid advance. 

It may be asked why, if the movement has been so successful 
under the existing Act, not remain content with it ? My answer is 

* that it is largely owing to the very success of the movement that a 
new Act is required. The success of co-operative credit societies has 
paved the way for co-operative societies formed for other purposes, and 
it is difficult to fit them into the provisions of an Act which was not 
intended for them, In saying this I cast no reflection on the framers 
of the present Act. It was deliberately resolved to limit the Act to 
_  _——s @redit: societies, and the decision was a wise one, while the scheme was 
— ‘in the experimental stage. But now that the co-operative movement 
iw well established, it is clear that provision must be made for 
Co-operation not merely to borrow, but also to purchase and produce. 
. _ Moreover it is essential to provide, as T will show later on, for the 
H —— —— in larger bodies so as to secure a large measure of 
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the Act. The question of the amendment of the Act was very 
carefully considered before the Legislative Department undertook the 
drafting of this Bill. Two annual Conferences have considered what 
changes are needed, and Local Governments have been consulted on a 
rough draft of a Bill framed at the Conference of 1909, 


I will to-day only mention those points in the Bill which are of 
special importance, I have already touched on the need of providing 
for Co-operative other than merely Credit Societies, and I need say 
no more regarding this. Another important change relates to the 
classification of societies. Under the existing Act the classification 
of societies depends on whether or no the members of the societies are 
mainly agriculturists, The main division is into rural and urban 
societies. In a rural society not less than four-fifths of the members 
must be agriculturists. In an urban society not less than four-fifths 


of the members must be non-agriculturists ; and in a rural society, 


save with the special consent of the Local Government, the liability 
of the members is unlimited. This classification was objected to at 
the time by many critics, notably by Mr. Wotrr, and experience has 
shown that the critics were right. Sim Denzi Inssetsox, when 
introducing the Bill, pointed out that in the case of rural societies, 
unlimited liability was best suited to the agricultural classes to whom 
such societies are confined, and no doubt it is generally the case that 
unlimited liability is best for a society of small agriculturists, as it 
ensures caution in admission to membership and strict control over the 
manner in which loans are spent and the purposes to which they are 
devoted. All these considerations, however, apply with equal force 
in many other cases; take, for instance, a small society of weavors 
working together in one place whether in the town or in the country, 
Again, a rural society may consist of a number of well-to-do people 
who could derive great advantage from co-operating but who are 
not prepared to undertake unlimited liability for one another's debts. 


The true distinction appears to be between limited and unlimited 


societics. In many cases urban socicties should be unlimited, In 
some cases there is no reason why rural societies should not be formed 
of limited liability, | 
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present Act, but the stringency of the provisions has been much 
relaxed, It will, I think, generally be recognised that the inclusion 
of provisions for the division of profita to the members of unlimited 
co-operative societies tends to bring in influences dangerous to tha 
true co-operative spirit, We must, however, accept facts, and not 
insist on pushing too far our co-operative idealism. Especially in the 
Punjab and in Burma it has been found that the possibility of 
obtaining shares in a society with the prospect of ultimately 
participating in the profits has induced many who would not otherwise 
have done so to join the movement. 


The last change in the law I propose to notice—and it is one 
of very great importance—is that which provides for the possibility 
of grouping all societies into Unions. I will very briefly indicate the 
great importance of this matter, It is not at all unlikely that it may 
appear to many who are not acquainted with the subject that it is for 
the Government to provide for the inspection of societies, and that 

| Government might well be more liberal in its assistance in the shape 
: of loans. In my view it is of the utmost importance to the healthy 
and successful development of the movement that Government 
interference and help should be reduced toa minimum, We have, on 
the whole, been very fortunate so far in securing for the development 
of the movement officers who have thoroughly sympathised with, and 
who have a thorough grasp of, the principles of the whole movement. 
But if co-operative societies develop in. the future as fast as they have 
done in the past, and if Government control continues to be as close 
as it is at present, sooner or later the whole business of inspection 
must become departmentalised. In dealing with co-operative societies 
a mere knowledge of rules is useless. Mere mechanical inspection 
J and control would destroy, and not build up, the co-operative spirit. 
ow It is possible to get a few officers with the necessary gifts and 
——— knowledge, but if the number of officers to be appointed were large, 
such special selection would ultimately become impossible ; and 
anything i in the nature of Government control by officers appointed 
ss e@w-afficio, and not specially selected, is almost bound in the long run 
5 — injurious. On the other hand, if co-operative societies join 
— See ee ee — 
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belonging to them, but to see that the socicties are conducted on right 
lines and are not endangering the stability of the whole union, 
- Unions, such as I have described, are also essential to bring co- 
operative societies into touch with the money market. In many 
cases, the village societies attract loans locally. But more than thie 
is required ; and it is of great importance, for several reasons, that the 
village societies should be in touch, through their unions, witha larger 
money market. Among other reasons it is necessary to equalise the 
: demand and supply of loanable capital at different seasons. Probably 
P some may say,‘ Why should not Government itself advance the 
money ? The money is safe, and it ean be lent at rates which 
would make the transaction one from which Government would 
actually profit.’ I may at once say that personally I have no doubt 
that Government could lend, and lend without loss, on a very large 
scale. But leaving aside the fact that Government cannot take 
out of the hands of private persons the financing of the agriculture 
and petty trade of the country, were it to embark on such loans on a 
lange seale, the advances would necessarily be made on more or less 
hard and fast rales. On the other hand, if societies are obliged like 
any one else to borrow in the open market, their creditors will exercise | 
a very powerful, though frequently indirect, influence on the business ’ 
methods: of the societies and: on the objects to whish “loans are | 
oe devoted. 
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(Extracts from Sir P, A, Nicholson's Report on Agriculiural 
" Banks, pp. 2-7, 10-12 23-25.) 





Metuops anp PRINcIPLES OF ORGANISED CREDIT I¥ Eunorn. 


It is obvious that as all capital is derived from savings, and as all 
oredit should be based on thrift and prudence, the stimulation of thrift 
and prudence is a necessary antecedent to the grant of credit. It is 
emphatically no¢ the mere outpouring of cheap capital that is required, 
not the mere grant of cheap and facile credit to classes unprepared for 
the boon : what is wanted is the promotion of facilities for saving, 

, the encouragement of banking deposits, the inculcation of the true 
objects, uses, and limits of credit; in other words, the development 
of the essential national virtues of thrift, foresight, and self-help, 
‘ through institutions organized for those ends. Hence the object of 





re ‘this study is, necessarily, not mere rural credit-banking, but the — 


. promotion and development of all institutions which, while furthering 
} * useful credit, base that credit largely, perhaps chiefly, on previous 
i thrift, and are thus able to exercise over their members a beneficent 
influence in the direction of self-help ; still more specially those which, 
being based on the principles of co-operation, bring the isolated units 
of society into association, and, by association, teach the benefit and 
virtue of mutual assistance in thrift and in credit, in combating 
improvidence within, and usury without, in developing industry and 
in assuring to men the full results of their industry, in stimulating 
men to new ideas of life whether economic, social or moral. 
 — Gredit— Universal necessity for Rural credit.—The history of rural 
economy, alike in Europe, America and India, has no lesson more 
 distinet than this, that agriculturists must and will borrow. ‘This 
necessity i is due to the fact that an agriculturist’s capital is locked up 
in his land and stock, and must be temporarily mobilized ; hence, 
_ credit is not necessarily objectionable, nor is borrowing necessarily a 
: sign of weakness. But such borrowing may be abused, and indebted- 
| —S nay y be a symptom and a cause of danger, if the conditions of 
: — | — or defective, if borrowing is not a mere temporary, 
Pp — cose of — but the remalt of — 
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Credit is a necessity, and borrowing and indebtedness are useful or 
dangerous in proportion not merely to the use made of the sums 
borrowed, but in proportion as they are the result of a prudential 
foresight, or of necessity extraneous to the demands of agriculture. 


As a matter of fact the agricultural classes all over the world are 
in a state of extreme indebtedness, due very largely to causes outside 
of the demands of agriculture, such as to poverty, ignorance, careless- 
ness, the laws of inheritance, foreign competition, seasonal disasters 
and epidemic diseases, and the demands of usury ; this indebtedness 
is recognized in Europe as a position of danger, and every country 
is secking its remedy, usually in the direction of organized credit, 
While recognizing, however, the necessity for organizing and cheapen- 
ing credit, it is obvious that, since indebtedness is not due merely to 
the action of the usurer, no mere change in the machinery of credit 


can, of itself, effect. a radical cure; it can, per se, only palliate the 


symptoms, or retard the catastrophe. 


The conditions of credit,—The conditions of credit may be summed. 


up as follows : absolute prorimify of lender and borrower; complete 
security to the lender as regards the title of the property offered, its 
freedom from prior encumbrances, the recovery of his capital and 
interest at due date, inconvenient amounts, with facilities for enforcing 
such recovery in case of arrears; thorough safety and fact/tty to the 
borrower, in his ability to obtain cheap loans, at any time, to an 
amount proportionate to the security hecan offer, and upon terms 
which will beso equitable in themselves, so convenient as regards 


repayment, so free from all risk of deliberate entanglement, 50 ‘based 


upon published rule; so devoid of any tendency to discount necessity 
or urgency otherwise than by an equitable insurance, that he can 
calculate on reaping the full fraits of his prudence, and find, in credit, 
a powerful auxiliary to his productive powers and stability, In 


particular, the terms of repayment must be such that he can replace : 
the loan from the profits of the transaction for which it was obtained ; 


an improvement to land must be repayable by instalments over a long 
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Judged by these postulates the regime of the individual money 
lender is wholly defective ; he satisfies, indeed, the condition of 
proximity, but it is impossible for him, trading as he does upon his 
private capital supplemented merely by occasional borrowings, to 
satisfy the demands for loans at any time and to any amount ; he 
has no rules save those of his own conscience, and they are variable 
at pleasure; he is but too prone—it is the imperfection of human 
nature—to exact terms high in proportion to the urgency of the 
borrower's need, and not in proportion to the security offered ; his 

L accounts, if kept at all, are just what he chooses to write and no 
others, and are subject to no check or audit: he is apt te be swayed by 
greed, whether of money, land or power; he can not consent to lock 
up his capital fora lengthy series of years, or to receive it back in 
infinitesimal driblets, indistinguishable from the interest with which 
they are paid. On the other hand, since it is impossible to trust the 
individual money lender with the powers of distraint or other summary 
recovery, he is put to considerable expense, delay, loss and fraud in 
the recovery of his loans, «loss which he recoips with a handsome 
increment from his clients, so that the punctual and honourable 
borrower pays for the offences of the defaulter. 


It is, then, certain that the substitution of organized credit for 
that of the money leuder is a necessary development of civilization: 
the individual system is only an elementary stage which must be 
is eventually passed as general wealth, order, business confidence, and : 
habits of association develop. The questions for consideration are the 
direction in which such credit shall develop, the means by which 
+: it can be encouraged, the modes in which it will work, and the effects 
* which it can be made to produce upon the nation. 


4 ss The functions of true credit—It would be out of place to discuss 
° the remedies for the ill plight of agriculture other than that of the 
= Ses — — credit ; it is permissible merely to point to the lessons 

| of history as teaching the unexpected and indeterminable difficulties 
of the social problem, even as regards agriculture. Liberty was 

granted to the feudal quasi-serf by the admirable legislation of Vow 
 Srew and Haxpennznre, with liberty of action as regards the land; 
it Oe unforeseen result is the existing mortgage debt of about 

_ £500,000,000 in Prussia alone. Equality was the revolutionary 

— an Saal rights of inheritance a natural and just corollary ; 
ho t has been _ the: evorw belting: indebtedness of the- 
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peasant and the infinite morce//ement of the land even in industrial 
Europe. The problems threatening Indian agriculture are precisely 
the same in nature, though not yet in degree. Human nature is 
everywhere the same, and an uneducated nation largely composed of 
isolated, ignorant units, suddenly endowed with new rights and new 
values, suddenly placed ander the regime of complete individual 
liberty of action, will invariably pledge those rights and those values, 
tall it is found that it is only the form and not the fact of servitude 
and dependence, that has been altered, 


When, therefore, we are considering the poy erty and indebtedness 
of the ryot and suggestions for his relief, it is idle, even mischievous, 
to fasten attention on one cause or set of causes, and equally idle to 
insist each upon his own special remedy as the one panacea for rural 
difficulties. The eradication not of indebtedness, but of undue 
indebtedness, can only be effected by the slow, persistent, simultaneous 
action of a diversity of active remedies, the nature of which is partly 
indicated above, but necessarily differs for each community. 


But the present study is expressly confined to the remedy found 
in the organization of credit, a remedy, however, of almost unbounded 
potentialities, provided that it is so prepared as to contain the alternative 
and tonic elements of national vigour. The mere supply of cheap 
capital ad extra is no suflicient remedy; it would probably intensify 
the difficulty by increasing the load of debt; even the supply of such 
capital by the “organization of credit,” éc. by the establishment of 
banks, is inadequate as a radical means of relief. 

It is mot merely cheap and facile credit that is required ; itis a 
credit which must indeed be cheap and facile in that it shall be ever 
at hand, but it must be credit which shall only be so obtainable that 
the act and effort of obtaining it shall educate, discipline and guide — 
the borrower ; ; it should be granted only to those who have ) learned | 
to think, to plan, to save; the method of providing it must teach. the — 
lessons of self and mutual help, and suggest the extension of those 


— matters outside of — — be Hale et ere 





ad productive. * a * Ly ot FZ 
— abe studying: * band preparin, 








PROVISION OF DORROWING PACTLITIES. 287 


readily and thoroughly develop essential national qualities ; those 
systems of banking are to be preferred whieh tend in themselves to 
this result, and the efforts of the State whether in its legislative or in 
its executive capacity, should be directed towards the promotion of 
such systems. Not joint stock banks merely, still less State banks, 
or banks financed by the State for the mere issue of capital, bat Mutual 
Credit Unions, are the desideratum ; co-operative societies, where the 
isolated learn the value and powers of association, where the ignorant 
are taught the lessons of business, the reckless learn heedfulness, thrift 
and prudence, the idle and intemperate return to industry and sobriety ; 
where the prudent, the sober, the skilful, the well-to-do unite with * 
the poorer and weaker brethern in an association of mutual help and 
insensible self-development. 


Poverty and indebtedness may not disappear even when such 
systems attain full vigour and extension, but the etudent not of mere 
economics, but of national character and development eannot but 
believe that a nation in which such institutions gre matters of course 
in every village, will be in the way of development hs a nation of 
temperate, self-reliant, independent, yet united men. This is no 
dream of Utopia, for systems, still in their infancy even though 
their secieties are numbered by thousands, are working on these 
lines, * * * 


It is unnecesary to dwell here in detail on the need for thrift ; 
it is self-evident, especially in these days of provident institutions. 
* « — 

There is, however, room in India as in the West, for many classes 
of banks ; the joint stock bank is of value in its command of resources, 
and in ite skilled management ; the co-operative union is a desideratum 
for every village; the Mont de Piete, probably asa branch of some 
other institution, is particularly needed in a country where savings 
are invested in jewellery; the savings bank whether as a separato 
| entity, primarily for the receipt of deposits, and secondarily as an 
investor of those deposits in safe loans, the Agricultural Association 
— annex, the land and land improvement bank for the 
F estates and enterprises, the village clubs for the purchase and 
suppl y y of stock, the village granary or Posito, storing surplus grain 
' = rvest and lending it out in the cultivation season, will all find — 
plac — hci ed — of credit; it is not 
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cooperative unions alone that aro suggested ; every class of institution 
affording facile, cheap, and safe credit is to be encouraged. But it 

. is believed and urged that in the co-operative system lies tho larger 
hope for the development of rural socicty and industry. 

Classification of Credit—Credit is classified under three heads: 
Heal, Chattel and Personal, corresponding to the three divisions of 
capital riz., land, goods and ‘chareter.’ The chief institutions for 
these three classes are respectively :—(1) the Land Banks of Germany 
Austnia and France, with the Building Socicties of England and 
America; (2) the Monts de Piete of Europe; and (3) the Popular 
Banks and Credit Unions of Germany and Italy. In the West it is 
generally found that banks are established for, and largely confine 
themselves to, a single class of credit; the Landschaften and ‘ Credit 
Foncier’ deal solely in real credit; the Mont de Piete is a mere 
pawn-broking institution, the bill of sale or pledge without delivery 
being almost unknown in Latin Europe, owing to the state of the 
law; the Popular Bank or Union which is entirely co-operative, 
deals chiefly in credit based on ‘character,’ #.c. on personal bonds with 
personal sureties. The English Building Society, which is the original 
of the Madras Nidhi, almost confines itself to real credit, while the 
Madras institution deals or attempts to deal with every class, 
*-— *  * “The following are the banks to be mentioned : (1) 

Land banks proper; (2) special Land banks such as the Rent charge 
banks of Prussia and the Peasants’ banks of Russia; (8) Land 
Improvement banks; (4) Building Societies; (5) Agricultural banka ————— 
(Societies du Credit agricole); (6) Monts de Piete; (7) Positoa 3 
or Monte Frumentarii; (8) Popular banks of various types; (09) * 
Savings — = (10) Agricultural Association — wie — 











xes. * 
F Popular Banks.—These are of three great classes, —— one 
:; following the system of Scuurze-Deurtzscu, of Luzzart and — 
* Rarrrzisex. All are based on the grand common principle of 2 
* mutuality or co-operation ; they are not joint-stock banks, but co- · as 
operative societies ; the units of association are men, not shares, c·. F 
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of the loans granted; the aren of operation is indeterminate, and 
the clientele all who will subscribe a share, subject however to the 
decision of an entrance committee. Thrift is compulsory, the subs- 
cription to ashare being a condition of membership; witAont thrift, 
no credit, Funds are obtained chiefly by deposits attracted by the 
principle of solidarity; loans are granted chiefly on three months’ 
bills, Scnvuvze-Dexirzscu believing that money withdrawable on short 
notice could only be lent on similarly short terms, 

Beginning in 1850 with asingle petty tentative society, established 
solely by the unwearied efforts of Scitutze-Dexirzscu, a man of very 
moderate means and position, but of unbounded zeal, energy and 
enthusiasm, this class is now numbered by thousands; these are 
grouped in various unions, and these again are linked to a central 
agency: each bank, however, is wholly autonomous and independent, 
the unions having only advisory and inspecting powers. A congress 
meets annually, and there is a periodical devoted solely to the interests 
of the societies. Audit is provided within the societies by the usual 
committee of supervision, but by the law of 1889, specmal external 
audit is now compulsory, the unions of societies being gencrally 
expected to supply such audit. 

These societies deal in the aggregate in millions sterling; the 
1,076 societies which sent in their accounts in 1592 to the Central 
Union showed an own capital of £7,197,927 including a reserve of 
£1,473,702, deposits and borrowed funds of £21,951,159, and tran- 

f sactions in advances of £78,080,526 during 1891-92; they had 
514,524 members, or 478 per society, of whom about three-tenths 

J were agricultural, Their defect is in the shortness of their loans; 
even for the current needs of agriculturists three months is insuffi- 
cient; with however the necessary prolongations of one or two 
: — further periods, current needs may be successfully supplied; but for 
all such ‘purposes as the provision or replacement of stock, for 
‘improvements, plantations, buildings and the like, they are obviously 
‘i unsuited. It is however, perfectly possible to adapt these banks to 
all rural needs; loans of longer term can safely be granted even 
under the present system of deposits, and by adopting a system either 
long ter m deposits or of debentures or both, Kean OF nary terms meiy 
F these ee Garin, mutual character, 
—— seeking high profits. In order to | 
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develop thrift Scuvire-Derrrescn offered the attraction of profits as 
large as could be made; the socicties have been very suceessful in 
earning profits, and the inyesting members, av distinguished from the 
borrowers, naturally look more to this function than to that of 
supplying cheap and safe credit, Moreover the Directors have beep 
‘stimulated by substantial honoraria for their services, until this feature 
of the banks has become unduly prominent. <A co-operative bank ‘ 
which looks chiefly to dividends and director's salaries ig only eo- 
operative in name. A similar tendency is observable even in Madras, 
whenever societies admit dividends and directors’ sqlaries as promi- 
nent attractions. | 

It is believed that loans are chiefly granted for productive 
purposes; that at least is a foundation principle, since Scuvize- 


Detarzscn desired the material advancement of the people by the 


development of thrift and productivity. 

Members can, of course, withdraw at will, with certain formali- 
tics and notice, taking their share values, but not a share of the 
reserve with them ; this is common to all co-operative societies, 

* Self-help is the motto of these socicties which have neither 
received nor needed any help of any sort from Government, save only 
that of a law which was based upon their own experience. 


Luszatti Popular Banks—The second class of popular banks is 
the Italian adaptation of the above. Lura art, then a young Professor 
of Political Economy and recently Minister of Finance,is the founder 
of this system which has firmly established itself within 80 years, 
the number of these banks being now (1894) about 900. In 1887 me | 
there were 641 banks, of which 541 reported their statistics, namely, 


members $18,979, of whom about one-third were agricultural, own a*) 
capital and reserve £4,160,000, deposits, ke, £17,280,000, wile 8 i 
a 


discounted, loans, &e., £57,000,000. — 4 
The Italian banks chiefly differ from their prototypes: () in — 
rejecting —— , share capital subscribed 
* 3 —— 
in keeping dividends: as —* arin —— 
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almost gratuitous administration. In this he is assisted partly by 
the newness of the banks, partly by the Lfalian habit of gra- 
tuitous public administration as seen in the matter of ravings banks, 
Monti aud other benefit societies. Loans are also granted for longer 
terms than in Germany, but the method is still by three months’ 
bills, periodically renewed, sinee this method gives the bank consider. 
able control over the utilization of the loans and over the borruwers’ 
punctuality in repayment. 

The societies have, of course, a newspaper organ of their own. 

The popular banks, both of Germany and Italy, are able to reach 
the small folk and grant quite «mall loans; with the Rawrersen 
societies they form what will eventually be an almost complete 
banking organization for the smaller folk of the countries through 
which they are ramified. 

Raiffersen Credit Unions and Wollemborg Casse Rurali.—The 
= Raiffeisen system, alzo adopted of late years into Italy, is entirely 
a rural and co-operative. It is again of German origin, of the humblest 
* beginning, and is due entirely to the philanthropie devotion and 
energy of a simple burgomeister (village head), ‘ Father’ Ratrreisen, 
| ‘These societies are based on the following principles, which are con- 
: sidered absolute: (1) limitation of area, usually to a single village, 
; so that the bank may know and be known of all; (2) unlimited 
E liability ; (3) reduction of the share capital—now compulsory by law— 
‘to the lowest possible minimum ; this principle is expressly intended 
to arrest any tendency to the seeking after dividends; (4) absolute 
‘gratuitousness of administration, only the actual clerical work being 
paid for, and that on a most economical seale; (5) the utilization 
of the loans only for productive purpose, the word ‘ productive’ being, 
| ‘course, interpreted widely, as, for instance, for the maintenance 
the farmer pending his crop, the paying off of usurious Joans, and 
the like; (6) a considerable duration of loans, extending onlinarily 
up to 10, and —— to ‘20 years; (7) repayment by instal- 
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now several groups, and these again are linked to a central agoney, 
There is also a Central bank for equalizing funds by lending the 
surplus of some to meet tho needs of others. The loans granted by 
these societies go down to sums that would be considered small even 
in India where money is so much more valuable, showing that these 
societies are, as indeed their constitution and membership indicate, 
the banks of the small rural folk. 


Ratrveisen desired the moral, even more than the material, develop- 
ment of the rural classes, and endeavoured, therefore, to eliminate 
the desire for profits, foreseeing that such a desire would infallibly 
‘lead to an opposition between borrowing and non-borrowing members, 
and to the loss of the guiding principle of brotherhood and mutual 
help, which was the central idea of his system. 


His efforts were but slowly crowned with success; beginning in 
1849 there were only four by 1868; since that time they have 
established their reputation and are now developing at the rate of 
several per day; in September 1893 the original Neuwied group itself 
completed the number of 1,000, and it is calculated that there are 
already several thousands in existence. 


Their group organization is not so successfully carried out as is 
desirable, and statistics are very defective; it is stated however, that 
not a single society has ever become bankrupt, while the vast increase 
in numbers amidst a poor and conservative clientele, argues their 
extreme suitability to rural needs. In Italy the work of these 
societies has been very particularly described by their founder, SiaNor 
Wo.temporc, and the results as depicted by himself and other 
reporters are encouraging and stimulative in the highest degree. 
Both in Germany and Italy these wees i ee 8 
devoted to co-operative news. 


* * 
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State Banks.—The establishment of State, banks: is out of the 
question ; it is impossible and ——— able. 
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with the hundred inquiries necessary on each occasion, and on the 
fluctuating security available, than to deal with ordinary land revenue 
duties. No such organization has anywhere except in India been 
even dreamed of ; not even in France with her centralizing tendencies, 
Nor, indeed, has the State funds for general dealing in ordinary 
credit. Jnadvisable, for if possible, it would render the whole popula 
tion dependent upon the State; it would enormously develop 
bureaucratic interference in the everyday affairs of life; it would be 
an unheard of experiment in State socialism, and would absolutely 
confirm the already overwhelming tendency of this country to look 
to the State not only in all emergencies but in the ordinary affairs 
— of life, to consider it as answerable for or bound to relieve its mis- 
fortunes and to accept the burden of all its debts and poverty ; it 
would develop, in a high degree, the habit of attempting to 
over-reach and defraud that entity vaguely known as “ Government” 
which is usually credited with unlimited means and with the ability 
to overlook individual debts; it would add the odium of the bailiff 
to that of the tax-colleetor—odio vecligals odium Jenebre; it would 
choke all private enterprise and, still worse, the development of those 
k habits of providence, thrift, self and mutual help which are among 
the highest qualities of a nation. 


i Functions of the State-—But the State must assist the development 
J of organized eredit, The functions of the State in the matter of 
| rural credit are considerable; it must remove all disabilities and 
4* obstacles: which prevent lender and borrower from meeting on fairly 
equal terms ; ; it must stimulate competition with the money-lender by 
suggesting and favouring the establishment of eredit associations of 
various Classes ; it must legislate for the due formation and manage- 

ment of such associations, with a special leaning to co-operative 
* associations as stimulative of essential national qualities ; it should 
grant certain privileges which cannot be safely entrusted to private 
individuals ; 3 it should provide for efficient supervision ; aud it may 
ir = = (grant tome moderate subventions, — working or as mere start- 
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rate for interest, as to this day in the United States. The German 
law gives the courts discretion to decide in each particular caso 
whether there has or has not been usury, the circumstances of each 
contract being considered, and especially any undue advantage which 
the lender may have enjoyed. A usury law on similar lines may be 
wholly though temporarily veeful. Similarly, it is advisable to insist 
that all persons habitually dealing in credit as a business, shall keep 
a fixed set of accounts entered clearly avd distinetly in proper books ; 
the lack of such registers is daily felt, 


The real method, however, of bridling the money-lender is by 
stimulating competition with him; in Switzerland thirty years ago 
the complaints against the usurer were as elsewhere ; banks sprang 
up in obedience to the demand and in consonance with favourable 
laws of mortgage, registration and other stimulating circumstances ; 
the result now is that the money-lender is authoritatively declared 
to be of no account asa factor in general credit, there being about 
900 credit banks of various classes to less than 8,000,000, people. 
+ + . ‘ 

While it is desirable to develop the suggestive and educative 
functions of the law and of the executive in the matter of thrift and 
credit institations, and to give, by law, certain privileges to societies 
established to promote national thrift, providence, and productivity, 
it isto be remembered that neither the existing law, nor the 
Government, nor the state of society; offers any actual obstacles to 
the establishment of any class of bank or benefit association ; if the 
law does not suggest, it does not prevent ; if the executive ak: not 





help, neither does it hinder ; if the conditions of society are not all 





that can be desired, neither are they specially unfavourabl . Compared, 
in fact, with the conditions of Europe, especia y in the middle of 
the century when banks for the people first arose, the conditions of 


rwaata 


this Presidency (Madras) must be regarded as distinctly favourable. 
— 
The right of association for any purpose, political, social, or economic 


is absolutely free ; fiscal burdens ave light ; communications, by : 
post aud telegraph, are good ; justice is accessible, — 
prompt, while, in the village courts, this Presidency bas : 
unequalled instrument. for the enforcement of sual! ck | 
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to carry those ideas into effect: the ryots themselves are generally 
shrewd, while the village leaders are accustomed to combined effort and 
system, as in the difficult task of water distriltition from great tanks, 
. compared with which the Inbour and organization required for manag- 
| ing petty thrift and credit socicties,-are but small, The success of 
$3 the Nidhis, even in villages, proves that there is absolutely no neces- 
sary hindrance to the suctersful working of association cither in the 
law or in the conditions of society, although it is most desirable in 
the interesté of further action, that certain positive improvements 
- shall be introduced and privileges granted. What is really wanted 
| is the advent of men of zeal, enthusiasm, devotion and perseverance 
oe who will take up the Western ideas and methods, and, by personal 
— labour, solve the difficulties of the problem not on paper but in actual 
— practice 5 ; the philanthropic reformers of the East must sit down 
— in the villages as did their protetypes of the West, and must there 
establish the petty societies which, as in Europe, shall contain the germ 
and promise of infinite potentialities. There can be no higher honour 
: for any man than to achieve the role of the ‘Scucien-Detrreson 
’ or the Rarreisen of India, and the possibility of Alling that role is 
) within the power of ——— of men in this Presidency, 
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[Extracts from Sir F, A, Nicholson's Report, pp. 93-96.) 





AnaLysis oF Evnorean Lanp Banks, 


An analysis of the organization and methods of the various 
Enropean land banks will give a more complete idea of Real credit in 
Europe than the description of isolated institutions or separate 
countries. This chapter refers only to institutions especially 
established for the granting of Real credit, and not to ordinary banks 
which merely grant mortgage loans as part of their general business, 
nor to Savings banks which place much of their deposits in this form 
of investment. 

Character—All institutions for the special grant of Real credit 
are classified as private or public. 

Class I.Private institutions are associations cither (a) of 
borrowers, or (4) of lenders, that is, they are cither associations of 
mutual credit consisting of landed proprictors united in a society for 
the purpose of obtaining loans at cheap rates for their members, on 
the common security of all, or they are ordinary joint-stock companies 
financed by capitalists, large or small, who are looking for a good 
investment, and who regard mortgages merely as the means of 
returning a good interest on their investments, Each class secks ite 
own profit, which in the former is cheap lcans, in the latter high 
dividends. To'.w: great, axtéct: the: te. clamen of Snaltiaticnie’ uxb 
opposed in principle ; practically however the second class are able 
to give cheap loans by reason of the abundance of their funds, and 
they are obliged to do so by the law of competition. Loans are 





however probably cheaper on the whole in the former class, since their 
credit is unlimited, they have no share capital to — 


dividends, — esp apn eae: — me 
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on condition of devoting a special department to land credit on modern 
principles as in the French Credit Foncier. These are now known as the 
privileged land mortgage banks of Italy. They are private institu- 
tions, several of them, notably the bank of Naples and Sicily, being 
} without shares and dividends, and based upon an ancient religious or 
pious foundation. Other banks are of the ordinary joint-stock type, 
but are not allowed to deal in long-term mortgage loans with 
amortization, and upon issue of debentures unless their capital is at 
least £400,000. A new society has now (1890) been promoted by 
Government with a special law in aid ; it is however to be a joint- 
stock company, but with special privileges and monopoly, and will be 

similar to the Credit Foneier of France. 
Class T7.—Public institutions are those founded by the State, 
either by Government or by some local body whether provinee, 
: municipality or commune, These are but few in number and generally 
2 of no great importance. Germany possesses a few, chiefly the banks 
* established to redeem the ancient feudal charges which burdened the 
* peasants. In Switzerland some of the cantons, netably, Berne, have 
hy established State banks which are doing excellent work. Moravia 
| was endowed with a similar State bank in 1550. But many of the 
iJ land banks of Europe are largely controlled by the State; the 
+: Landschaften of Germany and the Credit Foncier of France are 
_ notable examples so that it is difficult to divide banks by a hard-and- 
ne fast. line.* *  * Tn Russia there are State land banks of four 
classes : (1) those directly founded by the State, administered by the 
Finance Minister, and yielding profit to the State ; (2) land banks under 
Provincial Governments directed by the Home Department; (3) 
. institutions founded by communes ; (4) institutions under the council 
= of a lar charity under imperial patronage ; all these were 
4J before 1852 and little is known of their working. In 1882, 
unt land bank was established to provide eapital for those 
Pw ‘ ts who wished to buy out their land; this is essentially a 


























— ¢.—Generally speaking, all land credit institutions 

— or exen 1560 were due to the impulse of Government, 
Ses of direction or direct fiat, to the more passing of 
: ishment, | such laws being frequently 
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Some banks, however, have had a purely philanthropic or patriotic 
origin. Apart from the Savings banks—the Italian banks were in 
many cases works of charity (Monti Pie) and the great bank of 
Naples is the result of a fusion of seven Monti of old and charitable 
foundation. The chief land banks of Hungary are patriotie and 
philanthropic institutions, ¢g., the Boden credit institution of Buda 
Pesth, which was established in 1863 by a number of large landed 
proprietors who subscribed foundation shares at fixed interest below 
market rates in order to start the society. It has no sharcholders 
proper, and no dividend, and is very successful in its way. Another 
society was similarly founded in 1871, and another, specially for the 
relief of small proprietors, had a similar philanthropie origin in 1879, 

The remaining banks, principally those founded in the latter half 
of the century, are joint-stock banks, due to private initiative, but 
though very successful, they deal chiefly with urban property ; in 
Germany alone thirty-one were founded between 1860 and 1880, 
and others since ; these come under the ordinary law of the Empire 
and not under any special law; on the other hand they are not 
restricted to land mortgage operations unless by their own statutes, 

Principles —The foundation principle of the several banks is 
various; some are based on the principle of mutuality; the Old 
German Landschaften are the best types of this class, which are 
generally founded by persons likely to become borrowers, who, in 
order to obtain cheap credit, unite with an unlimited guarantee, and 
who divide all profits among themselves usnally by reducing the price 
of loans. They give very cheap credit through having neither 


capital nor dividends, and through there being no antagonism, but 
rather identity of interest, between the banks and their clients. Some 
are Government institutions founded in view of providing = : 


capital for agriculture ; Russia, the small German States, Switzerland — 


and Austria are the chief exponents of this principle, The modern | 


type is that of the joint-stock bank limited, in which money. 
invested for the sake of dividends, 


—8 
— 


lcets The objects of the socities are diverse ; in ‘the 01 Md 
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by restoring to it the capital diverted by usurious debt, (4) by 
providing cheap capital for improvements and for family purposes, 
(c) by bringing into industrial cireulation the petty hoards of capital 
available but unused is a third ; a fourth object is the reduction of the 
general rate of interest by means of institutions of good security 
working on a large scale with cheaply borrowed capital, thus breaking 
the monopoly of the usurers, or of other imperfect methods of supply, 
and governing the rate at which capital could be properly lent. The 
Credit Foncier of France and the institutions based on its example 
are noteworthy examples of thie class, A fifth object is found only 
in the modern joint-stock pattern, where capitalists seek a good 
investment for their funds, and establish banks for the purpose of 
earning dividends as high as security and competition will allow them. 
A sixth object is that of loans to public bodies—communes (villages), 
district boards, municipalities, &e.—for public purposes, the security 
given being that of the corporate property available, or the local 
rates and taxes, Here again the Credit Foncier of France led the 
way and has been followed by societies of that type. A sevénth object 
is found only in a few special banks, rvz., the redemption of rent 
charges, feudal dues, &c., by peasants, especially in Germany, Austria, 
and Hungary, and the buying in of their lands by the ex-serfs in 
. Russia. An eighth and very rare object is that of dealing solely 
— with petty proprietors; in most land banks no application for a loan 
| will be entertained when the property is worth less than about 
£83, eg. 1,000 florins, in many of the banks in fact the minimum 
loan that will be given is 1,000 florins (rupees); * * * 
Real credit institutions in general have, in consequence, done little 
for the small proprietor. A ninth object is that of lending on urban 
Property either for ordinary loans or for special building purposes ; 
- theve are all of the modern type, and such operations are expressly 
ne 1 from land banks proper such as the German Landschaften. 
| A tenth: subject is the encouragement of thrift by establishing Savings 
anks, in which case loans are given on mortgage by the Savings 
Banks, an order to obtain a profitable investment of their deposits. 
J An les nth and very important object ts that of the new Central 
banks, formed not to lend direct to borrowers, but, almost solely, to 
———— oe ths jssue from a central institution of 
ni — — in —— of 
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improvement, pure and simple; such are the land improvement 
societies of England, and the Landeskulturrentenbanken of Germany; 
these are generally, if not invariably, the last development of 
land credit. 

Hence banks which grant land eredit areas follows: (1) land 
credit banks proper, whether mutnal, joint stock or State, such as 
the Landeschaften, the Hungarian Boden credit institution, the Credit 
Foncier of France and the State Banks of various German States 
and Swiss cantons; (2) the rent charge redemption banks as in 
Germany and Russia; (3) communal and benevolent societies of 
various sorts; * * * (4) the Savings banks; (5) ordinary 
banks, * * * (6) Central land banks; (7) Land Improvement 
banks or annexes of banks. 

Capital.—The oldest forms have practically no original capital ; 
they were assisted at starting by a subvention, at low interest (e.g. 
2 per cent.) by the State, but they had neither shares nor capital, 
their funds, beyond the above subsidy which was only intended for 
first expenges and asa reserve, proceeding entirely from debentures 
issued in representation of loans granted, at first in immediate 
representation of specitic loans, afterwards, ea masse in representation 
of the aggregate of mortgage loans granted by the society, On the 
other hand, the banks of Naples and Sicily have immense capitals, 
derived from religious foundations (Monti Pie), but no shareholders, 
so that they have no dividends to distribute. But, in general, modern 
institutions are joint-stock companies with a substantial capital, 


usually partly paid up. This capital may be foundation or ordinary, — 


variable or fixed. Foundation capital is that provided by persons 
either merely philanthropic or interested in promoting cheap credit ; 
such are the Hungarian banks above alluded to. In the Hungarian 
Boden credit institution the founders’ shares were £417 each, of which 
10 per cent. was paid in cash and the remainder in bonds which were 
merely kept in deposit, and in fact—in that bank—bhave been returned 
to the subscribers as not required, owing to the formation of a strong 
reserve to which all net profite go, This foundation capital bears a 
jixed interest of 5 per cent. which is below the ordinary Hungarian 
market rate, and has noclaim to any dividends out of profits. © 





Foundation shares may be paid off whenever the property of the bank | , 





permits it, but are also retained as fixed deposits. The State 
— —————— — the santonal 
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banks of Switzerland, frequently takes the form of subscription for 
shares; in many cases it is paid back when a reserve has been 
established. Ordinary shares need no remark. In some banks the 
amount of capital is fixed, so that operations, which are usually limited 
to a multiple of the capital, are also limited, but in most, the capital 
pregresses up to a certain maximum with the operations; ¢.y., in 
the Credit Foncier of France the maximum capital fixed by the 
statutes is £5,000,000 sterling; the actual capital at any moment 
must be one-twenticth of the bonds in circulation and is now (1892) 
£6,520,090, the debentures, mortgage and communal in circulation, 
aggregating about £120,000,000. In the German and Austrian 
banks, the necessary proportion of capital to debentures is 1 to 5, 
1 to 20, &e. Many banks, even when constituted with a capital of 
their own, obtain State subventions, ¢.g., the Credit Foncier of France 
has a grant of £400,000, but this is usually credited to the reserve. 
Reserve.—The reserve is an obligatory element in all cases. The 
German Landschaften provide a reserve from the principal or interest, 
et of the State subvention, from profits, from unforeseen, receipts, and 
* from profits on the issue of their debentures, from contribution and 
commission paid by borrowers ad? A4oc, and included in the annuites or 
— deducted from the principal at the time of borrowing. The Hungarian 
* Boden credit institution has, as a reserve, the founders’ shares—one- 
z tenth paid up—the Government contribution for the purpose, the 
J— whole net profits of the institution, the special guarantee fund, and 
. ' percentage payable by the borrower with cach annuity. The first 
two have been described under capital; the third is possible in this 
institution, since—as their is no share capital—there are no dividends 
to be paid; the fourth item is derived from a one per cent, deduction 
from the amount of all loans made at the time of payment, but 
oe. returued to the borrower with interest, after his loan is paid off: the 
fifth item is a -06 per cent. addition to the annuity. The Credit 
--Foncier of -Fance takes for its reserve from 5 to 20 per cent. of its 
net profits, and it should accumulate up to a maximum of one-half 
the share capital. The employment of the reserve is various; in 
neral it is to guard against unexpected losses; in some cases its 
iteres! oes | to pay for the administration, The funds of the reserve 
— — sually invested in Government paper or other good securities or 
in sm | and safe banking. operations of quick return. There are 
oe pepo, soar. the: Cradih: Ronojer..of Fennee, e.g, to 
_ * * 
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equalize the proceeds of debentures issued at various rates according 
to the market; to provide against the loss on repayment at par of 
bonds issued below par; also for the issue of lottery prizes and bonuses, 

Funds.—These are provided from capital, from accumulations of 
profits, from Government loans or grants, from mortgage debentures, 
from deposits, loans and bank notes. The first three bad * * 
are comparatively unimportant as sourees of funds though all 
important as security ; ¢.g., the capital is usually only one-tenth 
or one-twenticth of the amount of the debentures issued by the 
society in the case of the German institutions and the Credit 
Foncwr of France, and in some, as in the Hungarian Boden 
credit’ institutions, there is practically no capital, but only a reserve. 
In the later commercial or mortgage banks the capital is a 
real working capital, as in the Hypotheken mortgage bank of 
Hungary where only one-tenth of the nominal and one-fifth 
of the paid-up capital is used as a guarantee fund (reserve) for the 
security of its debentures; so in Germany, the banks since 1560 
use their share capital in mortgage operations, and with some which 
have not obtained Government authority to issue debetitures, this 
capital is an important element in their working funds. Such banks 
can deal only to a very limited extent in loans for long terms 


repayable by annuities, In Belgium in 1890 the paid-up capital — 


of the four chief mortgage banks varied in actual fact from one-fourth 
to one-twentieth of the debentures issued, and in Italy in the same 
year the eight mortgage banks—including the National bauk—had a 
capital of £1,760,000, and debentures in circulation for £28,062,200, 
As shown in describing the Credit Foncier of France, a certain 
proportion of its capital, and even of its reserve is used in short-term 
loans, but this is not its true use; it isa guarantee fund. 
Clientele.—The oldest banks were formed on the principle that 
only members might borrow: this is maintained to this day in the 


Landschaften and is continaed in‘all popular banks and mutual credit — 


societies. The question then is, who may become members? In the 


Old Landschaften only “nobles” ones be saben | Oe . 
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on property below £53 in value ; generally the loans may not fall 
below £42 or a considerably higher sum, their minimum being pres- 
cribed by the statutes. Even where the minimum loan is fixed at a 
small sum, in practice the loans actually granted are considerable - : 
small business is risky, troublesome, and unprofitable to the bank, and 
is not undertaken. The Hungarian Boden credit society, for 
instance, bad in view the large and medium landholders: it was 
founded by rich and patriotic men of the aristocracy, and, by statute, 
will not lend sums below £58, #.c., practically, on estate of less than 
50 acres, though one-third of the whole area of the country is held in 
estates below 44 acres. As a matter of fact the loans averace far 
above the minimum in this as in almost all other land banks; even the 
cheap and popular savings bank of Milan cannot in practice lend in 
Venetia on estates below 75 acres in area, whatever it may be able to 
| do in its own neighbourhood, while the general average of the Italian 
a) land banks is very far above that. Hence the small! proprietors are 
3 not the clients of the land banks: practically none below the pro- 
prietors, who in Germany are known as team-ownin farmers, ¢.¢., who 
hold above 15 or 18 acres, can hope to borrow. 
The joint stock banks, such as the Credit Foncier, will lend to 
_ any one who can offer good real secenrity, but, as a rule have a 
statutory minimum for loans, and in practice lend considerably above 
that minimum, The real peasant class holding below 20 acres, are 
not reached by the land banks generally ; practically they are financed, 
as regards mortgage loans, by money-lenders only, and oceasionally by 
Savings banks, except in Switzerland and in some of the very small 
German States. * * * 
| State Intervention —The ont noticeable feature in the organiza- 
tion of these land banks is the pervading presence of the State, in all 
legrees, from the complete direction and control found in the State 
_ banks, t to the general supervision exercised over private joint-stock 
companies; the State in no case leaves this form of bank to its own 
devs, but watches its prococilinss with jealous care, and, usually by 
2 Move provides ‘most stringent rules and heavy penalties for 
F ‘malfe ) , or even neglect. of regulations. It is true that Conti- 
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that, 
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marked as to show that there are particular reasons for jit, some 
perhaps historical in the custom which has continued from last century 
when Frederick the Great erected the first land credit societies by his 
simple fiat, some, certainly, in the nature of the operations to be 
undertaken and the class of people to be dealt with. Tt is, in fact, 
held by some European economists, German especially, that the State 
should undertake banking as it Joes the Post office, Railways, the 
Currency, ete. Others, on the contrary, object to State intervention, 
as savouring of State socialiam, as tending to cramp, or even stifle the 
business energies and independent action of a nation, as developing 
still further that dominant bureaucratic action which is so all-prevailing 
and powerful in Europe; as favouring—in the matter of credit—the 
class of borrowers at the expense of the general tax-payer. Others 
however believe that, while not bound to direct action, there are 
conditions which call for State interference in favour of an industry— 
agriculture—the stability of which is so absolutely necessary to the 
welfare of a nation, and they would admit or even require State inter- 
vention by «way of encouragement and promotion, subvention and 
guarantee, control and supervision, and privileged procedure, These 
last opinions are almost universal in Europe where the conditions and 
history of society are so utterly different from those of England, and 
it will be seen that State intervention in all the last mentioned forms 
is absolutely universal, not indeed in all forms forall banks, but for all 
land banks in one form or other. 

Government control and supervision in varying degrees are then 


universal in Europe in the matter of land banks ; it is recognised — 


whether in France, Germany, Aastria or Italy, that land banks 
must be controlled or at least supervised by Government authorities ; 
the absolute need of agriculture for capital on moderate terme ; 
the 
supplying it by private lenders; the 
generally, under these conditions, to start and 










work a land bank without State assistance and anne = 
evil of allowing newly-started banks to risk their vo tre 


impossibility and danger under existing conditions: of 
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supplied, which the usurer lacked, seem to be among the reasons 
which have determined all European Governments to interfere more or 
less completely in the guidance and supervision of the land banks, 
The conditions which existed at the starting of the banks determined 
this action: the people were either nobles whose position round the 
throne, and in the then economy of their country, required the support 
of legally secured credit, or they were poor and ignorant peasants 
whose very life blood was being drained by private usury; nobles and 
peasants alike were in the hands of the money-lenders, and were 
incapable by their sole efforts of extricating themselves or of managing 
credit associations: without supervision. Agauin, in late years it was 
necessary, in the still unimproved condition of the petty proprietary 
who form the great mass of landholders to prevent associations of 
i capitalists from exploiting the country, as the individual money-lenders 
‘ had done before them ; per contra owing to the extreme difficulty of 
— dealing successfully with ignorant, suspicious, heavily indebted masses 
—— of small holders, Government connection with the banks was needed to 
* give that official sanction and support which in muchsgoverned Europe 
* is the sine qua won of rural dealing. Hence the great difference 
iG between the history of continental land banking and the banking of 
7 England and Scotland, and it may well be that in this, which is found 
a necessity in Europe—and strange to say—as will be hereafter seen in 
the most independent of countries, the United States of America, there 
 ~- is a leseon for Indian raral land banking. Free banking suits English 
— and Scotch conditions and the peculiar history and development of 
a 5 society and of economic history in those countries, but is not necessarily 
a snitable to other conditions as in India; nay, it may be a grave 
io error. 
| JLo Eo whys Cueptr Acricoie.* 


i Burppe, rairal erodit i is generally divided into Credit Foncier or 
he, wobilier, and credit. mobilier or agricnte. 

The latter form of credit includes chattel credit, tec, the oredit 
og pepe covaiae —— ete., and abil 
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credit, or that based ona man’s sfefvs and goneral position, his 
character, his property and his reputation. 
Before proceeding to discuss the ‘Credit Agricole’, it will be well 
to rehearse once more the nature of the eredit required by the farmer; 
it is impossible to discuss or devise systems for granting him credit 
unless his needs are distinctly defined and grasped. For permanent 
improvements then, whether of irrigation, plantation, building, level- 
ling, and those lengthy operations whielveonvert mere “ anathi tarivn,” 
or neglected and possibly exhausted dry lands into fertile gardens, 
long-term loans are needed, in which the capital borrowed may be 
replaced by small annual instalments from the improved income, This 
form of credit is based upon the security of the land itself, which 
remains permanently as the guarantee for the loan. This is the Credit 
Foncier. But the farmer, proprietor, or tenant, requires other classes 
of credit ; he needs money for cattle, manure, new implements, sced, 
maintenance, wages, rent or assessment, ¢te., and for this compara- 
tively short-term loans are necessary, varying in duration according to 
the class of requirement, from (say) three months to three or four 
years. Now, unless, as in Switzerland, mortgages are cheap and very 
accessible, it is obviously absurd to pledge land for a mere passing 
need, The crops, stock, and personal status of the farmer ought to be 
amply sufficient for loans neeessarily moderate ‘and of comparatively 
brief term; 1f credit has been effectively organized in a country, : 
nothing can be simpler than for the farmer to seek his banker and “NG 
obtain a short loan either on his mere bill or note of hand, or as 2 cash 
P ' eredit, or by a bill of sale, or in other simple ways. But this is 
precisely what is universally wanting to the small farmer ; universally, , 
that is, on the continent of Europe, where “the ignorant peasants, | 


i, recognizing nothing save that moncy is necessary, rush into debt, and : 
fall into the clutches of men who, under pretext of helping them, only P 

F desire to cause their ruin and to grow rich at their expense.” It is then — 

—— the organization of this class of credit that remains to be disdussed. 





my It will be useful, further to point out that discussions in Franee have 
a3 largely turned upon chattel credit, ¢.g., in giving the farmer a greater — J 
borrowing value in his crops and movables by limiting the landlord's aa 
pee hl es — —— — pone — 
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The reason why Germany has relegated chattel credit to a wholly 
scoon(lary place is (1) that as the landlord has by law the first rights 
over the crops and stock of the farm up to the amount of his rents, it 
is impossible to pledge them by delivery to o third party without 
wronging the landlord, unless with his consent ; (2) that crops and 
stocks and furniture by their very nature cannot be removed or deli- 

‘ vered to the custody of the pledgee without disturbing or preventing 
the work of the farm. In Germany, therefore, while personal credit 
lurgely depends upon a consideration of the possessions of the borrower, 
those possessions are not themselves given actually in pledge, and 
chattel credit is practically of little use. This is equally the case in 
France, but the course of action has been vastly different; the business 
men of Germany, abandoning the idea of chattel credit, have sought de- 
velopment of personal credit, while their confreres in France have either 
unceasingly discussed the possibilities of developing chattel credit, so 
that the debates on the Credit Agricole in France have been largely 
synonymous with debates on the restriction of the landlords’ privileges 
as entered in the Civil Code, the pledge without delivery, the assinnla- 


3 tion of the present borrower to the comwercan/,and his subjection to 
—, the commercial law and Courts, or they bave attempted to provide 
eS agricultural credit, which deals with petty transactions over the face 
— of a whole country, by means of central institutions which could not 


cay. possibly touch the difficulties. Hence the actual result is, that in 
4 France, where it is extremely difficult to alter the law, altogether apart 
~ ia from the practical difficulties in the way of chattel credit, the Credit 
| Agricole is, stall, a matter of discussion, and the peasant is actually 
without agricultural credit, except in so far as the usual money-lender 
will grant it; whereas in Germany certain practical minds borrowing 
— _ the principles of association, unlimited liability and local effort from 
— he the Landschaften of their own country and the Banks of Scotland, 
5 > have founded the popular banks and credit institutions, which, though 
2a _ not yet fully developed, have, sofar as they have gone, solved the 
em of credit to the petty proprietor, artisan or tradesman, and 
— have fostered and are fostering precisely those habits 
at oth aft, — prudence, panctnality, public spirit, enterprise 
and ¢ — —— ‘of all permanent and 
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centralizing ideas and methods which find favour in that country ; 
such institutions have neither succeeded nor survived. On the other 
hand, the Germans put all legal questions aside and set to work to 
develop local societies for mutual assistance and eredit, which draw 
their funds from outside by virtue of unlimited liability (solidarity), 
safeguard all internal transactions by the local knowledge available 
to them as a local association or brotherhood, and have eventually 
supplied by development, the links between themselves united in 
groups, and between themselves and central societies which grew up 
to supply a felt want. Not only did they not trouble the Legislature 
toalter the substantive law of the country, but they themselves were, 
for many years, to some extent outside the law, as being socieites not 
recognized as moral and commercial entities ; they had no /oeus stand 
in the Courts and survived at first solely by virtue of their own 
meritorious management. The general result is that while in France 
there is—speaking generally—not a popular bank nor a socicty for 
agricultural credit, there are in Germany popular banks “and credit 
institutions by the thousand, dealing in rural credit by tens of millions 
sterlingand developing each year not merely in numbers, but in 
importance and in beneficent influence, while their example has been 
copied in all other continental countries, and a beginning has, since 
1889, been made in France also. 


PoruLtarn Banks. 


Under this head will be described those classes of credit institutions 
which are devoted solely neither to Real Credit, nor to the Credit 
Agricole ; but which deal simply with credit such as they are able to 
supply. It is not intended todiscuss ordinary banks, but only those 
particular classes of banking or credit institutions, which have sprang 
up to mect the wants of the poorer classes, whether urban or rural, 
and which seem to offer a solution of the credit question in its — 
economic, social, aud moral aspects. Such are principally the 
co-operative credit institutions known generally as * Popular banks * in 
Germany, Austria, Hungary, Italy and Russia, the mutual credit — 
institutions of Ratrreisen and WouLe in Geriatr: — — 












PROVISION OF BORMOWING VYACILITIES. 500 


It is to these banks that attention is particularly directed, for it ix 
on them chietly that the hope rests of popularizing an organized 
system of credit. It is these banks which, as the Popular banke of 
Scuvutze-Devrrzscu in Germany and Austria, and of Luzzatti in Italy, 
are giving credit to the amount of at least £250,000,000 sterling to 
stnall trades people, artisans and agriculturists; which, as the rural 
loan socictics of Rairreisey in Germany and Wott.esuone in Italy are 
extending credit to, and greatly developing the character of, the purely 
rural classes ; which in the form of the 2,300 so-called Building 
Societies—really Co-operative or mutual banks—in England have about 
600,000 members and supply iramense ercdit on real seeurity ; which 
in America, in several thousand similar Co-operative banks, are said 
to be a financial factor of increasing magnitude, likely soon to 
overpass the Savings bank, and to form the chief means of granting 
small loans on Real credit. It t these which supply not merely 
credit but credit to the very smallest folk. They not merely supply 
popular credit, but they have democratized credit ; their credit ts not 
merely not that dangerous form of easy credit which often, ruins, but 
is strongly educative, It not only does not demoralize or enslave, 
but directly and indirectly stimulates thrift, foresight, order, business 
methods, temperance and morality, industrial improvements, habits of 
mutual association and self-help. 

These banks have not merely popularized but democratized credit, 
which proceeds from the people to the people by the people. Finally, 
it is this form which has found a beginning in the hundred and odd 
Mutual Funds (Nidhis) of the Madras presidency, a form af society, 
which, originating probably in the indigenous Chit association, has 
developed by the adoption of the English Building Society rales and 
—— 

vil be seen from the mere names of the above Alaaets. of 
‘, that one central idea is common to all, ovz., that of 
on or association. ‘That principle is, of course, at the base 





eet ma tak tin The Joint Stock bank is the 
zi 





feature of recent bauking enterprise, and is the latest 
mnt from the J system of the private money-lender 


|” 
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emall or lanze, numerous or few, who bring their funds together in 
order to earn the largest possible profits upon them. The primary 
aim of this form of association is large and safe dividends, any other 
object beiny secondary. But the other form is that of the association 
of borrowers ; although in the best types of this form capital is 
subscribed by every member, the object of the society i profit not 
through dividends on the capital, but through personal use of the 
subseribald capital and other capital thereby attracted; it is the profit 
of the members not as lenders but as borrowers that ts sought, and 
dividends therefore are not only not the object of the society but are 
opposed to its aims, since high dividends mean unnecessarily high 
interest on the loans. Many societies, therefore, rule out all dividends, 
devoting all surplus profits, after the reserve is supplied, to the 
reduction of interest, or to works of public utility ; in others a limited 
dividend of (say) 5 percent. is allowed, especially on foundation capital ; 
dividends are expressly recognized as temptations to forget the primary 
object of the societies. Hence, it will be seen that in the first form 
(lenders) the interests of borrowers and shareholders are opposed, the 
former requiring low interest, the latter high dividends ; in the latter 
form (borrowers) the interests are identical, since shareholders are 
borrowers and require low interest first. The two classes of institution 
may almost be defined respectively as associations of money anid 
associations of men. 

This distinction of interests, radical in itself, is not however the 
only one, perhaps not the most important. It is almost universally 


the case that joint stock companies are formed on the large scale, 
establish themselves in a lange town, and work from that. toga 


outwards, except perhaps in America where the peculiar institutions 


known as National banks establish themselves in every small town as: 
independent institutions, or in Switzerland, where the country is in 
miniature, and ~ Governments ” exint for areas with the —— 
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ideas—considerable capital, or country gentry, the countryman is left 
withont banking facilities. 

Again, even if such banks grant credit to the peasantry, they are 
lacking to a great extent in the educational and even guardian power 
which the country banks should possess. It ie the English country 
bank, not the great joint-stock associations with numerous branches, 
which have so long developed and assisted the English tenant 
farmer. 

Hence in the history of rural credit it is noticeable that no banks 
have reached the peasants proper—Switzerland and perhaps Scotland 
excepted—unless they were small local institutions, usvally 
co-operative or mutunl ; even the Savings banks, when they deal in 
credit, have only partly fulfilled this role unless they were also 
nssociations of the above character, or developed them by their side 
as branches or offshoots. Indeed, except in Scotland, there was op 
to 1550 practically no banking credit at all for peasants, and it is 
solely owing to the genius of German philanthropists who were also 
business men, that such credit is now available in Extope, and combines 
with credit, an education in many of the finer social and economic 
faculties, 

It is then under the form of co-operative credit and not of joint 
stock companies, of associations of berrowers, not of societies of 
capitalists, that rural credit is generally found in Europe. 

These banks are now numbered by the thousand ; with their 


aid journeymen become masters, labourers become owners ; hopeless 


debt is banished and the usurer driven out ; agriculture and industry 


developed, and the villages in the poorest tracts become prosperous ; 
the illiterate man turns towards education and the drunkard is 


_ reclaimed ; the middleman is eliminated ; the peasant gets full value 
_ for his produce, and pays his rent with ease ; village life is stimulated 
ee —— 
| tual confidence are taught; litigation 

> * self-help wnd not that of Government 
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of less than ten shillings, while it is on record that these societies ee 
form everywhere centres of economic and even of moral progress, 

These are sober facts and not coloured pictures of the imagination. 

These banks are not all of one type; in Germany there are the 
Scnvu.zn-Detirescn and Ratrveisen societies with their offshoots ; Italy 

has developed a type of its own, and Austria-Hungary while im itating 

those of Germany, has not made unlimited liability a necessary 

prineiple. They appear to be capable of assuming various forms 

according to idiosyncrasies of the several countries ; only in all there 

must be the common foundation principles of thrift and honesty. 

They are of great simplicity and are started and managed by the 

people of small villages. There are no losses when the directors keep 

the fundameutal rules of the society, and avoid speculation or doubtful 

loans for the sake of extending business or obtaining high interest,  . 

for they develop an amount of devotion on the part of their members 

which prevents them from allowing the banks or their fellow members 

to lose by their default ; the clientele is of the lower middle and lower 

classes both urbar and rural, tens of thousands of members possessing — - 
absolutely no property exeept their honesty, prudence and capacity for — 
work. A 


Scuv.ze-pevirzscn Loan Societies. 










History—Henn Scnvize Devitzsen was a Village Magistrate who, 
having studied the working classes of the towns and rural trets, was na 
called to the Prussian National Assembly in 15-45. Subsequently | 
troubled by party intrigues he resigned Government service and ARE 
devoted himself with but slight pecuniary resources, to the elevation — 
of those whom he saw oppressed not merely with want of wealth but A 
with want of the power to perceive, to strive after and to attain better 
things, a higher social, mental and moral development. Be it : 
remembered that the work of Scuvize Devitzscn was in its aim no 
' less than in its results essentially educational in the highest sense of 
the word and not merely material. —— and the people were 
habituated to live under Government wardship, and to Took to the 2 
State for all improvements and for all deliverance f oe iſic altios and 
; - Scucuze Dutrrzscu: * — ee 


— 
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= was the more compelled to this as the habit of leaning on the State 


for help in every difficulty, of blaming it for every misfortune, the 
habit of submitting to State guidance, regulations and control in all 
tho affairs of life, was receiving fresh development from the growing 
socialiem of the State, which, in the hands of Maux, Lassauue &c., 
was assuming its modern form. Scuuran Detrrzsc conceived this to 
be a radically mischievous development, and he spent his life in comba- 
ting it, not by words only but chiefly by his marvellous skill in 
developing into solid fact the idea of co-operation. He saw, perhaps 
he was compelled to see, that, powerful as is the pen, it is per se 
wholly insufficient, even powerless, to act on the classes who form 
the mass of the nation, and whom it was his aim to develop. Hence, 
while incessant in writing, lecturing, exhorting, it was in the creation 
of successful models by the power of his own individual influence and 
within his own immediate sphere, that he chiefly trusted. Neither 
did he attempt a vast agitation nor the institution of a grand society 
to drive all human ills out of the State ; — content to lay the 
foundation of a humble village cdifice, eh, like some Indian fane, 
should grow from within outwards till it became world famous; he 
believed in local growth and the development of individual powers 
inherent in all men, not in the importation of elaborate machinery. 
os He had no universal panacea with which, in half a dozen years, the 
- naion was to be re-created, and poverty, the legacy of a scries of 
generations, the offspring of centuries of error and oppression, the 
result of social manners, customs and ignorance, the outeome in 
short of its history, was to be straightway eliminated ; he aimed at 
practical education, and, if his efforts have been crowned with a 
marvellous and probably unlooked for success, it is but the greater 
proof of his wisdom in seizing the true idea of progress suited to the 
‘conditions and needs of his country, viz., the development of the 
| 23 — through association, so that the powerlessness, carclessness 
‘and ignorance of the isolated worker might give es to the prudence, 
Ee the: eS the credit, the strength and self-reliance, of 
et “i and ined groups. Moreover it was not simple credit ; 
aa he nlincd abs: ‘credit without a proper knowledge of its use, he 
1 be an error if not a fatal injury ; it was disciplined 
eredit, credit based on thrift and prudence and x 
root —— NG: eect cely bus <i - 
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in 1849 was a Friendly Society for reliof in sicknoss ; his second in 
the same year was an association of shoe-makers for buying raw 
material; in 1850 the first Loan society was formed with ten 
members, all artisans. The organization of credit was, however, 
a main object; he saw that by the aid of a little capital, properly 
employed, the man of prudence and capacity could often raise 
himself a stage higher in the social scale, whereas under the reign 
of usury, borrowing was simply the beginning of ruin, or at best a 
means whereby the surplus profits of work went to the non-worker. 
The want of credit may be imagined from the fact that 60 per cent, 
was common, while a workman borrowing 50thaloers (£7-10) for buying 
material might be charged 1 thaler a day for the loan, or 730 per cent, 
perannum. Hence his attempts to form societies both for lending 
money and for buying raw material, That this usury was not a 
necessary rate, but the result of mere greed and monopoly is shown 
by the fact that his petty associations, evon at inception when rates 
were necessarily high, could lend with much profitat 10 to 14 
per cent., and speedily reduced their loans to 8 per cent, 

In 1849-50 Scnvutze Detirzscu began his famous work with tho 
above three institutions, all within Delitzsch, a small town of 8,300 
people. He added to the above labours that of his pen in the shape 
of smull treatises or tracts, and, in 1854, he started at Leipzig a 
periodical for a co-operative propaganda, which, in 1861, developed. 
into the now flourishing weekly Journal of Co-operation. 

By this incessant individual energy of Scuvize Dexirzscn whose 
activity with pen, speech and action was unbounded, thirty mutual 
credit societies had been started by 1858, and by 1868 his efforts 
had been crowned with unexpected suceess, a success won by sheer 
energy and courage. Not only did his social and political adversaries 
attempt to crush his efforts, but the money-lenders and brokers from 
whom he was endeavouring to deliver the working classes united 
against him; they prevented his access to newspapers, and thus 
drove him to establishing his own periodical and to tho issue of 
police attempted to 
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they survived by sheer inherent force and by the extraonlinary 
credit obtained by the principles of their foundation, The societies 
were not recognized as “commercial”, not entering into the category 
of those recognized by the commercial law. Hence, as mutual 
socictics, they were merely on the footing of ordinary individuals, 
while if they had dealings of any sort with outsiders, they con- 
travened the law. The German law of 1868 first recognized these 
socicties of unlimited liability as legal entities on a commercial basis. 
Principles —These banks start from the fact that capital is 
necessary to enable labourers and honest men to lift themselves higher 
in rank, to improve their methods and instruments of their work, to 
develop their estate, opportunities and capacity; the object 
of credit is the capital necessary for these purposes; loans for 
unproductive purposes did not enter into his idea of ‘credit.’ Credit 
is, in fact, the power of obtaining capital, and capital is wealth 
to be used productively. But he had also in view that self- 
help is the only true source of such credit, and that capital obtained 
by aid of philanthropy, charity, or even of the State except on a 
rigid business footing, is an injury; every act of benevolence 
accustoms men more and more to dependence on charity; every 
State intervention by way of favour renders men less self-reliant, more 
helpless in face of difficulty. He disclaimed all external intervention or 
interference, believing that men associated on his principles were 
sufficient for themselves, and he proved his theory by his success, Not 
only did the State not intervene on behalf of his work, but, after 
European fashion, it attempted to control it by police interference. 
Fortunately these attempts failed. Not only did the State not give 
privileges or freedom from taxation, but its laws did not recognize them 







‘as civil entities, antil the law of 1868 was passed, éc., until the 
‘societies had established their position, they had no legal status, and 


would not sue in Court or obtain recovery of their dues; their credit 
Was based on their own respectability and solidarity, since not being 

cogni | entity they could not be sued except individually, Yet 
— — — — law recog- 
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cannot be successfully given to such folk by Jarge institutions, and 
credit, which is the result of philanthropic or State effort, is apt to 
be either abused or abortive; itis abused for it comes in the guise 
of charity, and is received as a mere surplus of the wealth of others 
which they can casily spare, with similar subsequent grants beside; 
it comes from o general and indeterminate fund, which is popularly 
supposed to be inexhaustible. Similarly, when it is supplied by 
government it is not only supposed by the borrower to be 
from an inexhaustible souree, so that no one will he harmed 
if it is not repaid, but it is necessarily surrounded by the 
lender with so many rules and formalities, that it cannot reach those 
whom it would benefit. Above all, such credit does not educate ; 
it does not teach the borrower that all capital comes from saving; 
yet without this lesson credit is dangerous; credit is only safe when 
it brings with it the lesson that there is no royal road to wealth ; 
the mortgage of the unearned increment, the cheap loan from the 
philanthropist, the Government fesaré at charity rates, teach the 
ryot nothing, whide tending to beget carelessness and improvidence ; 
it is the painfully saved surplus from laboriously won earnings that 
is the true educator. “If he is to value a gift, he must be his own 
benefactor; if he is to deal serupulously with it he must be its 
guardian”—(Worrr). “The only true secret of assisting the poor is 
to make them agents in bettering their own condition *“—(Archbishop 
SUMNER). 

As a rule, too, these banks are local, and a marked feature if not 
u principle, of their establishment is the limitation of their area of 
operation. The Schulze Delitzseh banks do not indeed recognize 
any limit, but in practice it ecems that each bank operates in a small 
urea; in the Raiffeisen banks thisis an absolute rule. Hence there 
arises that local knowledge by the bank of its members, by the members 
of the bank and of one another, which seem essential to success in 
bringing credit to small agricultural folk. A further principle is that of 
association with unlimited Jiability—a principle which gives the 
— ae 
compels the admission only of the more prudent and Satya tees 
Be meres mee Se at — 
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results of their thrift in the shape of share capital and reserve, is not 
only an abundant credit as shown by the deposits, which average 
about three times the share capital and reserve, but a large freedom 
both from losses or from serious failure. Losses in general haye been 
trifling, and such as are incidental to all credit operations, while the 
general annual profits have been good; but it is doubtful if this 
eolidarity is essential to success. In Austria it is not compulsory, 
and only half the societice have adopted it; in Italy, where the 
success approaches that of Germany, it is practically unknown in the 
Popular banks; the new German law of 1889 cancels the former 
postulate of unlimited liability for co-operative societies, and grants an 
option between three different methods, 

Methods.—The method is that of an association, each member 
subscribing a share, and thus realizing a share capital to serve both 
as guariptce and as a lending fund, as well as to enforce thrift; 
the association is one of unlimited liability, by the guarantee of 
which and of its shares, outside capital is attracted, which is lent 
out on short-term loans to members only. The rofits are credited 
a to the share capital, after allotting oa certain amount to a reserve, 
y . and to the payment of the directors and staff. Members can withdraw 
+ , at pleasure, but can enter only after serutiny by the society. No 
=, local limits are prescribed, but the office is usually placed in a town 

or large village. 

Formation of a Society—Seven persons at least must unite to 
form a society ; ; these must draw up the statutes (Articles of 
Association), the general subjects of which are laid down in the law. 
A board of directors and a committee of supervision must also be 

elected by the general body. The statutes, with the names 
of the directors, must then be registered in fullina register of 
aa societies kept in that Court of the district which keeps the commercial 
— ‘register. ‘The statutes are examined and certified by the Court, 
| which | also publishes an abstract of them. Only after the above 
registration does the society acquire a legal existence, and it is then 
— ie — e ”” or trading personality, subject to the 

visions ons and with the rights granted by the Code of Commerce. 

: at —Any one may be a member, who ean prove that he 
ty of being oueh 5 candidates must show that they are 
in the princip! s of self-help and thrift; admis. 
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circumstances of the candidate by the directors or committee of 
supervision. As candidates are generally from tho same village, 
petty town or neighbourhood, this is easy enough. Every member 
must sign a declaration of adhesion to the conditions of the society. 
The classes aimed at as elientele are those who having no 
material capital, save perhaps some tools, yet possess a moral capital 
in their honesty, industry and skill; those particularly in view were 
the urban artisans, and small traders and agriculturists were not 
specially provuled for; but nearly one-third of the members are 
agriculturists. * * “ 

Tie Banks tn relation to Agriculture —Scuvize Denrrzscn started 
his banks chiefly for artisans, tradesmen and such like, and without 
special reference to agriculture; nevertheless they have done a good 
deal for the agriculturists, He recognized that agriculture requires 
loans of considerable duration, while his own banks were restricted to 
three months’ loans, though with possible prolongations, and he 
carefully distinguished between the needs which should be satisfied by 
Real credity and those for which personal credit would suffice. His 
own formula was that “ the term of loan should be in harmony with 


the reproduction of the capital lent”; henee, for all purposes for which 


three or six months would not suflice, ¢y., land-improvements, 


purchase of stock, &e., in which the capital is more or less fixed and 
is reproduced only by instalments, he considered that Real credit was 
necessary, such as the Landschaften provide, viz., long-term loans 
repayable by moderate annuities, and financed by the issue of 
mortgage debentures to an amount corresponding in the 


aggregate to the mass of mortgages held by the bank. He 


consequently desired and proposed (1867) a law which should give 
—without special privilege—to any institution which should provide 
peer gensaebags sate 
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Defects,—These are (1) tho shortness of the loan term, which 
renders societics less useful to agriculturists; (2) indefinitoneas of 
area leading to a loss of the co-operative bond such aa is felt when the 
area is limited, and to a difficulty in obtaining information as to the 
borrowers and sureties ; (3) the entire absence of control over the use 
to which the loan is put, whereby the aveictics lose a principal 

safeguard for the value of their money, and miss some of the great 
functions of co-operative credit, viz., the education of the borrower 
and the development of production ; it is even said that petty usurers 
obtain loans to no smallextent and lend out the proceeds in their 
own business; (4) the pursuit of dividends, which though tending 
to develop thrift, tend at least as much to injure the borrower, and to 
divert societies into dangerous paths of business. 


* Rarrretses Creorr ⏑⏑ 


| The Raiffeisen socictics are due, as in the case of their rivais, to 
* the philanthropy, prescience, courage, perseverance and skill of one 
7 . man, Rarretsex, a man of slight estate, a buryomaster or village 
mayor, of very poor health, with no particular property, but of 
” unbounded energy. He has been called the Scuvize Detrrzscn of 
8 rural Germany, for he has done for agricultare,—though as yet on a 
* much smaller scale owing to the inherent difficulties of the casce— 
what his contemporary did for the tawns, Struck by the misery, 
isolation and want of capital among the peasantry, by the shame- 
7 less and fearful usury of the private monty-lenders, by the absence 
= of association and public spirit in the cultivating classes, and by 
| their need for elevation not merely in the material but on the moral 
side, he sect himeelf alone and unaided, to develop a scheme for supply- 
ing the needs he saw, Like Scuvize Dewirzscu, talking and writing 
E were with him merely subsidiary to action, and that action was his 
own, and not another's ; he asked for no aid but that of his own will, 
— cause and his confidence in the dormant capacities of 
jhe formulated no greaf schome, nor called on others or 
Govert } todo so, but began work in his own village, with the 
ins iratic mt io ideas and of the needs around him. He had 
‘no ideal ent tow ane — the contrary, the country round 
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‘which decimated the people” ; on that occasion, “tho usury was 
frightfuland bread and potatoes—the ordinary food of the peasantry ,— 
were not to be had.” By —— effort he united some of the better 
class in a ‘Co-operative society,’ which imported grain direct, ground, 
— and distributed it and brought down local prices. by 50 per 
; he also obtained potatoes both for food, and as seed whon 
— arrived. This was in 1848. In 1849, he started an association 
of the better classes, who contributed funds with which cattle were 
bought by the association, and resold to the ordinary peasants who 
repaid the amount with interest in five years by easy instalments ; 
this was to obviate the ‘ Usure sur le befai/," one of the worst formes 
of usury found in Europe, the cattle dealer often exercising the right 
of taking back his cattle—which* remain his till the value is fully 
paid up—if a single instalment of the heavy price is in arrears, and 
no return is made of prior instalments : subsequently this took the 
form of an ordinary loan society, the money and not the eattle, being 
made over to the peasant, who therewith bought cattle outright for 
cash. In 1554 Rairretsen founded a society not only for granting 
credit, but for educating orphans, for supplying labour to men out 
of work, for buying cattle and for erecting a library. This was 
unmanageable and was wound up in 1864, and in that year, the 
first regular loan society, under the rules, which, in the main, govern 
these Credit Unions, was founded at Heddesdorf, a village of the 
Neuweid Union, of which Rarrretsen was the burgomaster. It is 7 
only from 1864, therefore that these societies took their origin. Till 9 
1868 it stood alone, 5 were then newly started and 22 in 1861). : 
Until, 1879 progress was slow, but from that time the — ii 
been very rapid.* * * a — 
Before proceeding to farther details, it shouldbe —— that — 
Rawretsen, to whom this organization of rural credit was solely due, * 
was foreed by ill-health to retire from public service about 1860, = 
Though sick and nearly blind, he then devoted the remainder of his = —— 
life to this work, dying in 1888 after his socicties formed an ontablish-.- — 
ed and successful system. Curiously enough, his work, though in — 
Germany, has been attacked by business men and others, on account — — tS 
of the Christian and philanthropic tone which pervaded his writings — Ts 
and his works, Reber system, er the nf eo Tox 
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otherwise than on the desire for gain. Had the societies been based and 
worked on a charity foundation, the objections might have been 
understood, but they are not only business associations, but business 
successes, and are not open to the reproach of being benevolent 
institutions, they are real associations of self-help and self-cducation 
of the highest character. 

The Conditions,—It is worth while to note carefully the conditions 
¥ under which Ratrreises began his work, and the conditions of the 
problem ; it is too common in thinking of Europe, to think of its 
general civilization, its wealth, culture and education, and to apply 
these vague notions to minimize the difficulties of the European 
problem, and to exaggerate those of India, The peasantry of Europe 
are not the cultured classes, who give the tone and name to European 
civilization and progress; they are often but barely instructed, while 
their prejudices, conservatism and narrowness of idea are proverbial ; 
they are not wealthy but excessively poor ; are much in debt and 
ravaged by usury to a degree, of which this presidency (Madras) as a 
whole, knows comparatively little ; what can be expected of them when 
the vast bulk own less than 7 acres per family, and a large proportion 
much less than that ;vast areas of Europe are bleak and infertile, 
repaying labour with but a bare livelihood often of the meanest kind, 
so that the small peasants obtain a poor subsistence even in good years, 
while droughts and floods, hail, frost, blights, and cattle disease are 
common fatalities. Moreover, Ratrremsen began his work more than 
forty years ago and Europe was not then even as now; the peasant 
had long suffered from other evils, such as from the want of communi- 
cations and of good markets, from general ignorance, from most 
conservative ideas and practices, from the poorest methods of farming, 
from feudal. disabilities and customs, which the laws of the earlier 
part of the century had so partially relieved that a fresh set of laws 
a was necessary, ending in 1850, to relieve them. Hence, it must not 
ae — ** — ers oat Banke 
* be imagined that the task of starting credit societies or ru 
Nee —— the peasantry was one whit easier in Europe than in the 
= wht, Madras Presidency ; on the contrary, so hard was it that it took 
one y twenty years to establish more than the first such bank, while 

he whole of France, the bulk of Germany, Austria and Italy, the 
— » of the Therian peninsala and the whole of Russia are still 
almost un we in fact, with rural hanks for the peasant, for even 
TA. O00 Gx-0c Railteteen sociotica which) havo. established themscives. 
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since 1868, when their real development began, are but a trifle even 
in Prussia alone with ite 54,000 communes. 

Raivreisen was the burgomaster of a village—afterwards of a 
group of villages—in one of the poorest parts of Germany, the 
Westerwald ; it had but a “barren soil, scanty means of communication, 
bleak surroundings, indifferent markets.” Nature had proved a very 
step-mother to this inhospitable bit of territory, upon which the half- 
starved population—ill-clad, ill-housed, ill-fed, ill-brought up—by 
hard labour eked out barely enough to keep body and soul together, 
with the support of the scanty produce of their little patches of rye, 
buckwheat or potatoes, and the milk and flesh of some half-famished 
cattle, for the most part rainously pledged to the Jews. “That 
reference indicates a peculiarly sore point in the rural economy of 
_ Western and Southern Germany, which led Ratrretsey to become an 
economic reformer. In this country we have no idea of the pest_ of 
remorseless usury which has fastened like a vampire upon the raral 
population of those parts. Even the gombeenman cannot compare 
with those hardened blood-suckers. The poor peasantry have long 
lain helpless ‘in their grasp, suffering in mute despair the process of 
gradual extinction, My enquiries into the system of small holdings 
in those regions have brought me into personal contact with many of 
the most representative inhabitants—heads of agricultural depart- 
ments, Judges, parsons, peasants, And from one and all—here, there, 


and everywhere—have I heard the self-same ever repeated bitter 


complaint, that the villages are being sucked absolutely dry by the 

‘Jews’. Usury laws, police-regulations, warnings and monitions have 

all been tried as a remedy, and tried in vain.” (Wotrr.) : 
It was this miserable 
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peasants from debt and to supply them with funds for maintenance 
and production. This is the problem, such are the conditions, which 
Raivrcisen had before him, and, in his solution of it in its most 
unpromising form, he has solved the problem so successfully, that the 
system is now developing with immense rapidity, so that the end of 
next decade may easily sec at least 5,000 rural banks of this class in 
full operation. For India the solution of the problem presents an 
absorbing interest, for there are few, if any parts more difficult, to 
deal with, than the seene of Ratrreisen’s first success, while in this 
presidency (Madras) alone there are 10,000 villages far more suitable 
than Flammersfeld. But the conditions of the country and of the 


peasantry do not exhaust the factors of the problem, there must be’ 


imported into it for its solution, the energy, skill and devotion of 
promoters of the Raiffeisen stamp ; so difficult is the problem that it 
has nowhere been solved, save by such imported elements, and it is 
well to recognize this at the outest; given a Scnvtze Denerzscu or 
a Rarrretsen, and they will bring bread out of stones, credit out of 
poverty, isolation and ignorance ; without them or some similar 
influence the problem remains insoluble. 

4 General Results —The increase in numbers has already been 
F mentioned, and it should be noted that this enormous increase has 
ub ‘practically been obtained since 1868 when the societies first began to 
F = develop.** Mu. Wotery considers that there are probably above 2,000 
i including those that have seceded on minor points only. As 1,730 
were entered in a report for 1889, and they are said to be i increasing 
at the rate of at least one or two per diem, this seems a moderate 
estimate, 

The loans granted are small ; in 1887 in three societies taken at 
— 200 loans were granted for £3,094 or £15-10 each ; of these 

35 were below £5, and averaged about £2 ; 159 were below £25, and 
veraged £9-8 ; only 26 were above £25, and none was above £112-10. 
tin lar that tho societies have the true peasantry as their 
* * 

—XR 
of Se munze Derrrescu and Ratrretsen, and that which has been said 
—— equally well to the latter; they differ only 
ul matters s of method, and i in tho clientele which ars! 
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had in view simply the peasantry and rural classes. As in the Schulze 
Delitzsch sovieties, so in the Raiffeisen Unions, the principles of 
action are those of self-help, association, solidarity, prudence, thrift 
and public spirit, to which, however, Ratrreisen added unselfishness, 
in that dividends are forbidden; all profits, less fixed interest on the 
very small shares—introduced only in obedience to the law—go to a 
common fund to be used for purposes of general utility, and not for 
private gain. Ratrresign, like Scuutzes Denrrzscu, demanded no 
privileges for his societies, but was content to base their success on 
honest, energetic and prudent action. In the words of S, WoLLempora, 
who, in Italy has founded similar institutions, he believed that, “when 
a Whole class—the peasantry—is in danger, when the need is general 
and abiding, no kind of mere assistance, whether from the State or from 
individuals, is of any avail; rather is it mischievons, for it not merely 
leads men to count habitually on such succour, a succour which must 
fail at last, and render more acute the consequent distress, but it 
gradually stifles the feeling of self-reliance and personal responsibility.” 
Whether, he was right in rejecting or in not secking temporary 
aid for naseent institutions, is arguable; success may have been 
delayed by the great. difficulties of the start; on the other hand, when 
achieved it was undeniably due not to external aid but to intrinsic 
merit. In actual fact, two or three advances have been made from 
the State apparently as encouragement or premia andas aids to audit. 
A great deal has been made of the differences between these and 
the Schulze Delitzsch societies; but on analysis both seem to have 
similar aims; thrift} and the promotion of general well-being is the 
common aim of both; but while Scnunze Deterzscn places thrift and 
saving prominently forward as the chief factor of credit and of progress, 
Rairreisex, while anxiously promoting thrift, desired to guide the 
peasantry towards unselfishness and public spirit rather than to 
individual profit. Scuutze Devirzscu encouraged thrift and attracted 
capital by giving dividends as large as possible, so that there isa 
tendency to opposition between borrowing and non-borrowing members, 
and possibly to unsafe extensions of credit and enterprise. 
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and while the Schulze Delitzsch banks are far ahead in numbers ancd 
operations, the Raiffeisen societies deal with problems of far greater 
difficulty, wiz., the advancing of small loans for long terms to men 
who, though they possess some property, obtain their profits only 
in small instalments, and after considerable delays, and with a certain 
amount of precariousness and uncertainty ; the men themselves more- 
over, are more difficult to deal with than the comparatively businesslike 
artisan and tradesman class. Hence a considerable divergence in 
methods as well as difference in results: 

The principle of solidarity is common and essential to both: in the 
one it is simply a means of obtaining credit, in the other it ix not only 
that, but a bond of brotherhood. | 

General Features.—The chief features are (1) that the societ ¥ 
is absolutely local, the limits of a commune (village) being strietly 
maintained as the limits of membership and of operation, (2) that the 
administration is equally local, members alone being eligible for 
appointment, and is absolutely gratuitous, (3) that there is but small 
share capital, all funds being borrowed on the guarantee of solidarity 
and eventually of the reserve, (4) that there are, therefore, no dividends 
to pay, and all profits go to the reserve, (5) that only members, who 
must be residents of the commune, can get loans, (6) that loans may 
be of long term, extending to ten oreven twenty years, and (7) that, as 
far as possible, all funds are the result of local thrift. 

Locat Character—A Raiffeisen bank is simply a village society 
of agriculturists, Jabourers, and shopkeepers united for common 
interests ; at first a few of the better class unite; these by example 
and precept, draw in others. The first steps are hard, but once fairly 
started, there is little difficulty, as the advantages are manifest to all. 
It is considered that the village should have not less than 400, nor 


more than 2,000, inhabitants; several small villages may unite if too 


small for ‘@ separate society. This principle of restricted area is 
deemed, essential : the bank is thus at the borrower's doors. It can 
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hasa perfect cognizance of the solvency and status of would-be 
borrowers, and it can and does examine the purpose of every loan and 
enforce its due employment, for in a village all is open to the eyes and 
ears of all; 1t establishes among the members the bonds of confraternity 
aud tends to substitute association for suspicion, healthy and active 
communal, yet personally free, action for individual isolation and 
inertia; it forms acentre of local progress and reform. All are 
muilmissible, ewen the poorest, who satisfy the administration that they 
are worthy of membership, and, as will be seen in Italy, the mere 
possibility of joining a society has reclaimed men from drunkenness 
and extravagance, and has given them an impetus to sobriety, 
industry and even to education in its ordinary sense. 

Otjects of « Sociely—These are well expressed in section 2 of 
the model Articles :-— 

“The object of the secicty is to improve the situation of its 
members both materta/fy and morally, to take the necessary steps 
for the same, to obtain through the common guarantee the 
necessary -capital’ for granting loans to members for the 
development of their business and their household, and to bring 
idle capital into prodactive use, for which purpose a Savings 
bank will be attached to the socicty. 

“The Society will also have in view the objects mentioned, 
in clauses 2 to 6 of Article I of the Law for Co-operative 
Societics of Ist May 1889.” ) 

The objects mentioned in the last sentence are— 

(1) The supply of raw materials (¢.g-) manures, wool, coal &e.). | 
(2) The sale in common of the products of agriculture and — 

industry. ks ae : — 

(3) Co-operative production and sale. —— — — — ol = 

_ (4) The purchase, wholesale, of food-stuffs ee agricultural — 
necessities and their retail sale to members, . a 

(5) The acquisition of implements or machines “necensary for 
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. from the grasp of the usurer’ and one principal result has been 
. precisely this; the usurer Aas been ousted, and the people set free 
- to develop their farms or industries. No previous liquidation was 
asked for or needed ; the member was a neighbour, his character 
was known, the use to which he intended to put the loan and his 
power of repaying it was examined, the money was advanced and 

° the thing was done. 

The following paragraphs are taken partly from the Model 
Articles of Association, partly from other sources: Articles, of 
course, differ in various societies, but are generally similar to those 
mentioned, 

Members —All adults of either sex, in full possession of their 
civil rights, may become members ; admission is sanctioned by the 
directors, with an appeal to the committee of supervision in case of 
rejection. A member may withdraw or be dismissed ; the statutes 

_ detail the circumstances in each case. It may be noted that 
dismissal is necessitated by the removal of the member to a 
village outside the society’s sphere of operatiows, or if he joins 
another society of unlimited liability, in which case, of course, the 
‘original society might lose its lien over the member's property. 

Members have the right of voting at the general meetings if 
present in person; females have no right to take part in such 
mectings, but may vote by proxy. Every member is entitled to 
ask fora loan, They are bound to answer io all their property for 
the debts of the society, to pay up their shares, to obey the rules, and 
to watch over the interests of the society in every way. 

Administration —Naturally the best men of the village form the 
original members, and therefore the original administration ; the 
burgomaster (village head), priest, school-master and bigger peasents 
uly form the nucleus, The society has always a board of directors, 
rl ing the chairman of the association, a council of supervision, a 
assembly, and an accountant. Regarding these organs Rairreisen 
said “the directors decide, the accountant executes, the committee 
ces.” The directors elected by the general 
— represent. the society, and have the management of 
the admission and exclusion of members, the 
| work of the office, the enquiry into, and grant of 
ne for loans. For — — loans each director has 

in his immediz neighbourhood or hamlet 
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apply to him for loans; on his report the directors consider the 
applieation, the object for which the loan is demanded, and the 
worth of the sureties and of the applicant. The president or his 
representative, or failing them, a member of the directorate 
specially elected by them, represents the society in its capacity of 
member of the Central society. The president has other duties, 
and is “held specially accountable for the cash and the correctness 
of the books and balance sheet, and for carrying out the decisions 
of the directors. 

The council of supervision has a general control; it is bound to 
see thatthe directors observe the rules, and that all resolutions are 
carriel out; it is required to make a quarterly examination of the 
assets and debts of the society, when the position of each loan, its 
then value, the use made of the loan, and the status and solvency of 
the debtors and their sureties are examined afresh. Hence any 
deterioration of an estate, any misapplication of a loan, any 


degradation of a debtor or his surety, is at once known, and steps 


ean be taken to safe-guard the society, since the members of the 
two councils reside in the villages which forms the sole /oca/e of the 
bank. It can, moreover, examine the books, cash and securities at 4 
any time, suspend the direetors or accountant, and call a general 
meeting, 

The general assembly is the sonrece of all power and is a petty — 
democracy, It decides the general rate of interest, to b= demanded 
from borrowers, and is likely to keep this as low as possible, since : 
all the membors are probable or possible borrowers, and since there — 
are no dividends to pay to investors, On the other hand, it requires * 
an influential directorate to guide the assembly, ¢g., in so ſixing 
interest that: profits may —— ms nte Aa 
and thus improve the material guarantee for the borrowed capi tal 
No — is found in practice, as the original | members, an 
therefore the vinal directorate, are the most. enlightened my 
influential men, in. the village. Meetings must be held at Ie ti 
twice a year, and as often — vis as the committee or a tenth of 
— — Hao le asin membs — — 
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usually decides matters which, in an ordinary society, are dealt with 
by directors ; it is a small democracy with direct working powers. 

All” services rendered by the administration are absolutely 
gratuitous, only expenses out of pocket, if any, are payable to them ; 
the area and number of operations being small, and the aecounts 
simple, there is but little trouble. The accountant is the only paid 
. official and must not bea member of either committee ; security, 

personal or material, is required from him. He is generally the 

village school-master, sometimes a forest officer, frequently a tax- 

collector, and the remuneration is small. In India the school-master, 

or monigar or kurnam would naturally hold the post. There is an 
| economy about the German and Italian arrangements very striking 
* toan Indian observer, who is accustomed to see every petty Indian 
association, village union, reading-room, &e., spend much of its 
seanty funds on establishment. 

The accounts are very simple, sometimes rough ; but they are now 
regularly audited by inspectors sent round from the central office of 
3 the group to which each society respectively “belongs ; these 
’ inspectors pay frequent visits, point out errors, explain the proper 
| methods and forms of book-keeping, and act generally as auditors 

ab extra, Their services are paid for not by each society, but by the 
4 central office of the group to which each society subscribes annually ; 
* It will be observed from the above that not only is the 


1 ? establishment of the socicties dependent upon local devotion, but 
i that, once started, they bring men together in association and tend 
ir to develop in them amost useful and enlightened public spirit ; 














they are not merely centres of cconomic but of social and even 
of moral progress. Moreover, these societies do not spring up 
from the inherent and active love of progress in the village ; the 
“peasantry of Germany are not very different from other peasantry ; 
it has heen only by the unwearied and incessant devotion and energy 
ek ‘Rawerisen and his immediate disciplesin this propaganda, that, 
after: many years of effort and example, these societies have won 
Xx their slow way to acceptance by the villagers. In some eases the 
spicion: of the villagers was overcome by the fact that their principal 
nt ‘money or placed considerable deposits in the nascent bank ; 
ave confidence, which, when once given, soon established itself 
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Shares.—Under the law of 1868 it was not clear whether a 
share-capital was a necessity ; itis now placed beyond doubt by the 
law of 1889, and consequently the Raiffeisen societies which formerly 
rejected the share system, now require each member to subscribe a 
small share, which, however, only averages 10s,, and may be much 
lower. Round this question was the principal strife between Scuvize 
Deurrzscu and Rarrreisen; the former, accustomed only to townsmen, 
who either had no property but only wages, or who, being in trade, 
were subject to unseen risks, and who operated in trade matters 
entirely out of sight and out of the control of the society, obliged his 
associates to subscribe a considerable share-capital as a proof of their 
thrift and sobriety, and as a material guarantee for their individual 
and corporate debts ; but the Raiffeisen socictics, dealing solely with 
agnicalturists and villagers, required no such security; each member 
possessed in his little farm, in his cattle and implements, &c., material 
guarantees far beyond those of any subscribed shares. Moreover, 
a peasant, even though he possesses property, has seldom any cash 
in hand, apd his ¢avings are necessarily and best invested not in a 
savings bank but in his fields or farm-yard ; finally, every act ofa 
peasant, the state of his crops and stock, his personal possessions, the 
new dress he gives his wife, nay, every visit to the public house, 
is perfectly well known to every other villager. For these reasons, 
Rawrreren considered that a share-capital is not only useless, but 
mischievous ; wse/ess for, as calculated, shares of even £3 only add 


to the guarantee provided by the solidarity of the members of his 
societies an additional guarantee of 5 or 6 per cent., since 
the aggregate — property of each member in land, house, 
furniture, stock, &e., probably averages £50 — in value ; mis 


—— out of the land, members out of the 
society, and induces a habit of looking for dividends, while the 
necessity for giving dividends, tanto, retards the accu 
the reserve which is a prime necessity. ‘What a peasant 
often not property espn he iis — aper, 
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As there are, however, shares, there are now dividends or rather 
interest, payable on them ; the rate is fixed annually by the committee 
of supervision, but must not exceed the rate of interest paid by the 
society on ite borrowings; the amount is credited to the shares until 
they are fully paid up, The general meeting may determine that 
there shall be no dividends. 

— Shares cannot be transferred or pledged in any way while a 
member continues in the society; on quitting it he is entitled to his 
share value, 

Reserve —This consists of the whole net profits after paying the 
fixed interest on deposits, &e., and the cost of administration, 
It belongs to the society in its corporate capacity alone, and no 
individual has any claim to any portion of it. Should it attain 
an amount larger than necessary, the general assembly can 
devote the surplus to some object of public utility, such as 

:. special beds in hospitals, the improvement of the village, 

- its water-supply, school, &ec., or it can lower the rate of 

: interest and commission on its loans. Should «the society lm 

F voluntarily wound up, the reserve, less any due debts, must be paid 


‘. - into the Imperial bank or placed in some recognized investment, 
F aere to accumulate at compound interest, till a new society, under 
es similar rules, shall be established in the same village, when itis to be 

















7 handed over to them as a nucleus, m sy 
J— * In all cases the reserve is banked with the Central bank 
and cannot be used in the ordinary business of the sociwty, 
The reserves appear to have been kept down by the low rate of 
interest and commission demanded from borrowers, who pay 
considerably less than the members of the Schulze Delitzsch 
banks. 
— societies have found 
i ty in borrowing, and all losses have hitherto been successfully 
met from the roserves. vn 
—— — 
nil #s.—These consist of the shares, the reserve and the borrowed 
err ice eae tae is insignificant in amount, 
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work, thus fulfilling the chief function of 
of small capitals and their —— —— 
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The societies have not wanted for capital, exeept at the very 
beginning. At first Rarrreisen found funds only with very great 
difficulty and amongst the richer men who were friendly to the 
enterprise ; his first society could find no friends till a particular 
capitalist came forward and lent about £300; gradually, however, as 
the security and regularity of the sovieties became known, money 
from the country side began to flow in as deposits, so that a Savings 
bank, open to all persons, and not merely to members of the society, 
is now the usual adjunct of a society, whichdraws much or even all 
of its funds thence. It is found that the funds supplied by members 
of the association in this way are assuming a larger share of the total 
funds borrowed, erz., about three-tenths, and that these funds are 
being received in smaller and smaller instalments, showing that the 
small peasants have been reached, and that the hitherto inactive 
driblets of capital are flowing in to fertilize the very neighbourhood 
in which they took their rise ; these are assisted by the penny (10 
pfennig) savings system mentioned above. In some associations the 
deposits of members receive higher interest’ than those of outsiders, 
and a large number are actually financed solely from the proceeds 
of this savings branch. The confidence of the people in the great 
security offered by the solidarity of the societies, most of whose 
members possess some material property, is shown by the fact that 
in the great war of 1870-71 any amount of funds was offered to these 
societies without interest, capital secking security only ; it was 
distinctly proved in the official commission of enquiry in 1875 that 
the Raiffeisen societies, by the nature of their own organization, 
though then in their infancy, suffered in time of panic less than any 
other credit institution; the reason —“ lenders wore also! —* 
members. f * rot tascendyanyg 

(aie tetany — more is paid 
as interest to lenders or depositors ; — —— a — and most 
now pay 4h, 4 and 34 per cent. el —— 

Loun⸗These are for all terms, from a —— ——— 
— years. Mortgages are not refused, but: 





Cash credits are also granted. ‘Ratwretses, like Senuts 
—— believed — ———— security 5 it briy 
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who have become security for him, itis one of the most efficacious 
modes of securing repayment if not punctuality ; but he direeted his 
iv societies to be very careful not to accept, cither as principal or surety, 
an idler, a drunkard or a spendthrift, and since the societics are purely 
local, it is easy to aviod such persons ; hence there is not only great 
security to the society, but a direct inducement to the idle, extravagant 
or vicious to reform in order to beeome members of these useful 
societies. This is no theoretical fancy, but the result of experience ; 
beth in Germany and still more in Italy is the evidence abundant 
that these societies do reform these very classes ; that they preach 
temperance and self-control more practically than sermons, is the 
evidence of priests themselves. 

When a peasant desires a loan he applics cither to the office or to 
the director living in his neighbourhood ; enquiry is then made as to the 
eandidate’s solveucy and his guarantees, and as to the ase he intends 
; to make of the money ; if this latter is approved of, the dates and 
a instalments of repayment are settled, always in such a manner—and 

F this is most important—that the periods and amountée fixed shall 
* 


agree with the probable receipts of the borrower; the society prefers to 

— increase the duration of a loan, and then to insist upon absolute 
punctuality—save in cases of disaster, food, hail or famine, &e.,— 
rather than to grant shorter terms with probable inabilities and 
delays. In this way, not only can the society calculate on its 
returns, but the borrower knows his exact liabilities and 
that—save for unusual misfortune—he is safe to have means 


fis: to ‘meet them; he is also educated in rigid punctuality and 











—— loans, ers., those granted up to one year with possible 
————— to two years, or even three, are repayable usually by 
instalments, as Rawesisen considered this an important principle. 
‘Long-term loans, of which those above ten years can only be granted 
by special arrangement, are always repaid by eqoal annuities, which 
ine ude both interest and principal. It was considered advisable by 

“Batrretsry, and his opinion is largely followed, that all. short-term 

* —— — time of the year, réz., 
that: esis si essere — this differs for 
oon between November and the end of December. 

ice — seems to cause a risk of leaying money wee 
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Tustalments, or portions of instalments, are received at any time in 
mivance, so as to remove the temptation to spend small sums. 

It is an absolute rule that the loan shall be for some useful and 
productive purpose ; this is, in fact, one of the chief securities for the 
repayment of the loan—a security entirely lost sight of by those who 
demand only material and existing sceurities, When a loan is used 
only for a productive purpose, including in this definition the payment 
of previously existing debts which enslave the peasant and absorb 
his crops, the lender has the best of guarantees that his loan will be 
repaid ; the borrower is, in fact, in a better position to repay the 
loan than he was when he borrowed it. To this end, not only must 
an applicant state the object of his loan, but the truth of the statement 
must be enquired into by the committee by its local member. If the 
loan is approved of, it must be used for the purpose stated, under penalty 
of immediate recovery. This is not merely for the protection of the 
intvrests of the society but of the member; it is desired to teach 
members the due use of credit and to safecuard their true interests ; 
control of the use af credit is the base of the society's action, and the 
abuse of this control is cheeked by the fact that it is the members 
themselves who control themselves and one another, and that the 
mombers are men of similar position and needs. 

The duration of loans is chiefly from one to ten years ; the 
societies being composed of actual agriculturists, recognize that three 
months are seldom of any use in agriculture; even the Scuunze 
Dewrrzcn banks, where they devote themselves to the needs of 
agriculture, find that their short loans require numerous prolongations: 
even up to two years; the same will be noticed in Italy also. In 245 
societies, it was found that of the total outstanding amounts 15 per 
cent. was granted for periods below one year, 43 per cent. for one to 
five years, $5 per cent. for five to ten years, and 7 per cent. for above 
ten years. Again in ten societies taken at random, 71 loans, or 11 
per cent., were for one year at most, 442, or 68°5 per oent., for one 
to five years, and 132, or 20°5 per cent., for five to ten years. 

It has been objected, especially by Scuvtze Deurrzsen, that 
cannot be lent on long terms — fe 
societies without great risk of ée can borro 
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means bankruptcy, and that the societies ‘could not sneeced, but 
practice contradicts theory—e pur se muove, It is only necessary 
to point to the German Savings banks, with 65 per cent, 
of their enormous deposits on rural and urban mortgages to 
disprove Scuvutze Decerzscu’s theory; the savings banks experience 
of Austria, of Italy and of the United States is equally conclusive. 
The fact is that the good credit of the societics prevents any lack of 
‘ lenders; it is said, indeed, that they have more money than 
they can lend, probably owing to strictness in lending, that these 
; creditors are largely members, that their savings are left for a long 
time untonched ; that, in fact, the banks find that they can place a 
very large proportion of their funds in long-term investments ; finally, 
that long-term loans are all repayable by instalments, so that the money 
is continually coming in. It is true that the societies have introduced 
a rule that repayment of loans of any term can be demanded on four 
weeks’ notice, a facility which is also given to the creditors of the 
society, but this safeguard is not used in practice except in cases of 
deteriorations, or of misapplication of the loan, or of serigus diminu- 
tion of the solvency of the borrower from his own extravagance. 
Cash credits are not extensively used, Ratrreises being of opinion 
. that they were unsuitable to the smaller class of peasants; they are 
: opened chiefly for the better class. Whether the loans are grantel on 
mortgage, pledge or personal security, the administration is bound to 
examine, every three months, the solvency of the parties, the condition 
of the property mortgaged and the use made of the loan; even the 
habits of the individuals are considered. If necessary, a further 
security is taken from him, or the whole debt may be demanded in 
accordance with the terms of the bond. 

‘The right of the ‘society to demand repayment at any time on four 
ve eke’ notice is entered i in general terms, but is never practised unless 
> proper! has deteriorated or the solvency of the parties seriously 
—— or the position — of the society, by reason of demands, 
— demands this extreme measure. The advisability of this 
: clause has been much debated, There can, however, be no doubt, but 

tha: at it in necessary where property is being allowed to deteriorate, 
orth — evidently becoming insolvent through —— 






















cases the rule is universal in Jand eredit —— 
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in India, does not make the mortgagor responsible for deterioration of 
the property mortgaged. But the clause seems indefensible where the 
demand is necessitated by the position of the society ; it is the duty of 
the society so to arrange its affairs as not to require at call loans 
which have been laid out perhaps in improvements yielding slow 
profits; such a clause must produce a sense of uncertainty, 
and might be means of harassing debtors disagreeable to the 
directorate, 

As pointed out above, the loans are usually small; some fall as low . 
as 10 or 20 shillings, showing the class of peasants who are admitted 
as members. The largest number of loans are those falling between 
£5 and £25, the average appears to be about £15, or less than half of 
the average of £33 in the Schulze Delitzesch societies. 

The general rate of interest is 5 per cent., with a commission 
which raises it to 54 or 6 per cent. It is usual now to take this 
commission in a single payment on the day the loan is granted; it is 
usually 1 per cent. of the tutal for a loan of one year; it aggregates 2 
per cent. fer loans up ta five years, and 3 per cent. for those between 
five and ten years. This commission pays the expenses of adminis- 
tration. 

With all the care taken to fix the easiest instalments and dates of 
repayment, it is found that the unpunetnality of the peasants is a 
standing diffienlty ; they cannot, without vast trouble, be got to under- 
stand the absolute necessity of punctuality, and much tact is required 
to avoid, on the one hand, a sudden severity which would deter them 
from becoming members and taking loans, and on the other, a ) lenity: 
which woukl soon ruin the society. An official Commission in 1875 _ 
commented on this fact, and found that the lenity ‘of the administra. 
tion on this pomt encouraged the peasants i in their faulte.* * = *- 

On this point the Neuwied central directorate allege (1) that the — 
loans were frequently granted impradently by the local societies, — 
chiefly from a false idea of henevolence or compassion ; (2) that bad | 
harvests, especially i in the nine districts * Coblentz), caused hss . = 
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It is clear that these faults—undue leniency on the one hand and 

unpunctuality on the other—may easily wreck the best system. M. Le 

Banurer expressly alludes to that idea of peasants (and others) that a 

society (or a Government) is abundantly rich and ean afford to wait 

for its money, so that unpunctuality with them conveys no sense of 

fault. Mn. Wore, while admitting, it would seem, that the peasants 

. are unpunctual, considers that the socicties are training them to habits 

of punctuality by insisting inexorably on payments at date. Here in 

India, poverty is too frequently urged as a reason for granting a loan 

of public money, while the ryot—and not merely the ryot—habitually 

thinks that the Government is boundlessly rich and ean afford to wait, 
or even to lose an individual trifle. 





Other Objects—The societies do not merely make loans; they do 


J considerable business in assisting land purchase. In Germany, as in 
te Italy, land is largely sold by public auction, the purchaser agreeing to 
+ pay by instalments—a practice which enables him to give a higher 
i price from the ease of payment. For these instalments he gives bonds 
J to the auetion-seller, who in turn sells them at a distount for ready 


money to some money-lender or other capitalist. Should the pur- 

chaser fail in any one of his instalments, he finds himself liable to be 

sold up without mercy, unless he pays a ruinovs interest on his 

es arrears. The society intervenes by taking the place of the money- 

__—_ Tender at a moderate discount, but requires from the seller a guarantee, 
nenally with personal sureties. 

Other objects are the stimulation of, and assistance to, associations 
for co-operative prodnetion, sale and supply; either by the grant of 
‘advances or by establishing them as branches, with, however, liability 
and accounts wholly distinet from that of the parent society. ‘These 

are becoming very successful, and supply associations are mentioned 

—* ——— up to £2,000 per annum, the capital for which is 

originally borrowed from the parent society. 

* ⸗ "The same. Article, which deals with these subjects, lays down that 

* directors shall endeavour to compose differences between the 
—— sof the society, ed to:nssist —— a a unjustly injured 
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Groups.—As the © societies: inereased in number 

“me hl ht they should ‘be linked in groups — 

pport and for supervision, for the chief difficulty in 
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starting and working these small local societies is not only that of 
their weakness when isolated, but also that of finding capable men 
residing within the area; hence the group and union system. Five 
groups are now in existence embracing probably all the individual 
societies. In addition to these local groups there is a Central Union 
for the whole of Germany to which all societies may belong. Of 
the local groups, Neuweid, the original, will be taken as an example, 
It was founded by Ratrrrisen in 1877 with the object of extending, 
developing, and protecting the local societies. One chief duty is 
that of instructing the peasants in the proper use of credit; this seems 
more useful than any other, for cheap credit, without due prudence 
in its use, means only quicker rum. Doubtless, too, though it is not, 
so stated, the peasants are tanght the arithmetic of credit, f.¢., the 
ealenlation of profit and loss probable on a given transaction. 
Instruction in book-keeping and the audit of the accounts is another 
chief duty; a regular service is organized for this purpose, and the 
inspectors give free instruction in the subjects to the socicties that, 
ask for their services. Another duty recently undertaken is the 
collection and preparation of systematic statistics; they are still 
very deficient. A further and most useful development is the 
purchase of good seed,. manure, implements &e., for the local 
societies upon demand by the latter; ¢y., in 1887 the Neuweid 
Union alone furnished to its members, at cost price, 15,000 tons of 
manure and forage, and above 1,600 waggons of coal; in the spring 
of that year, it bonght 2,000 tons of nitrate of soda at 884 marks 
per ton, the price otherwise being 130 marks, hence a large gain to 
the members ; in 1889 this business had increased, and so again in 
1891, a considerable additional business wasdone. The steady increase 
of this class of business is highly satisfactory, and it seems that up 
to 1893 the Union had thus supplied considerably over £500,000 
worth of goods. Here, it will be seen, is indicated a rapproachment 


between the duties of the local societies as credit societies and as 
Agricultural associations. Finally the Central Union busies itself 


with the promotion of life assurance, and of assurance 
effects of hail, cattle-disease and other frequent disasters. 
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council is appointed. For business purposes, the Union is divided 
into sections or district unions. each with the duties of the general 
Union. 

Each local society pays annually 15 shillings as subscription for 
expenses, including the price of a weekly newspaper (Co-operative 
Societies Journal) intended to contain statistics and facts relevant to 
y the work of the societies. 

Central Banks.—The want of a Central Bank for the use of societies 
either in investing or borrowing was soon felt, for it was clear that 
some societies will, at various periods, have too much and others too 
little money, a Central bank would bring about an equilibrium. 
Moreover, a well-established Central bank would be in a position to 
borrow funds at cheap rates and thus provide for societies in need. 
, At first three Provincial banks were founded for their respective 
| groups, these again established a Central bank. This plan failed, 

| funds being limited to a credit of £7,500 obtained from a Provincial 
Hulfskasse (Benefit fund), and the banks were finally closed as 
i‘ contrary to the then law. The shares are personal, and eannot be 
bs transferred without the bank’s consent. No societies are admitted 
| as members except those which fulfil Rairrersen’s six primary con- 
* ditions, wiz., (1) unlimited liability, (2) the intention of promoting 
the moral and material welfare of members, (3) the narrowest 
possible limitation of area, (4) absence of entrance fees, and smallness 
of shares, dividends on which must not exceed the interest paid by 
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of an inalienable reserve. 

The Central bank, as far as possible, adheres to the same condi- 
~ tions ; it is, however, formed as an ordinary joint-stock bank limited 
Pa shares, and its administration is partly paid; the bulk of 

1e responsible work is, however, undertaken by the committee of 










vision, which is wholly unpaid. The shareholders get dividends, 
— than the rate of interest paid to the bank—about 44 
eed at.—by ‘its borrowing members; it operates only with its own 


JJ provide (1) for the issue 

* i enture. s (Pfandbriefe) with the permission of Government as 

equire pes alien — from members or the 
| * | | 


| * 
se. a 7 8 
; ° wr \ ’ > a 
% a | + 
/ ‘ ai tile 


a 











oa 





840 PROVISION OF BORROWING PFACILITIRG. 


It appears that the bank is provided with sufficient funds from 
the deposits of the local societies; these have always found more 
money than they could dispose of, and this surplus can be deposited 
with the Central bank at 4 per cent.; the bank lends these deposits 
to societies requiring funds at about 44 per cent. with a small 
commission. 

The bank is authorized to invest its funds (1) in accounts-current 
with its members (societies), (2) in discounting bills and in loans on 
pledge, (3) in mortgages or purchase of rent certificates, (4) In 
immoveable property, (5) in paper issued or guaranteed by the State 
or a commune. 

The Central bank is doing a useful and increasing business; and 
appears to be solidly based. 

Other Unions have followed the Neuweid example in starting 
Central banks, ¢.g., Westphalia and Hesse Darmstadt (Offenbach) ; 
the Articles, conditions and operations of these are similar to those 
of ‘Neuweid, but the Offenbach bank is somewhat more liberal in 
admitting*as members societies which do not adhere absolutely to 
the strict: Raiffeisen principles. 

In other Unions, the local societies utilize ordinary banks for the 
deposit of their surplus funds and for obtaining eredit. 

In Hanover a Co-operative Banking Corporation (Limited) has 
been formed under the law of 1559. 4) 

It has been objected that these banks being specialized for agricul- = 
tural loans, operations would fail, since they would have to receive =i 

and disburse money at given periods, ¢g., after harvest and before 7 
- cultivation, and would not be able to maintain ‘an even current 


of business. ‘The result, however, proves that these special banks can — —— 
maintain their position, and though no great profit is made, this is 
\ not their object; they were formed as a channel of communication | 
F 50 es to misintein ‘nai yon! Rasnclal level in'the various loval societies 
. this object has been successfully achieved. 


Resume.—There are then in full operation a vast | numberof very . 
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Unions or groups for mutual support, inspection and instruction, and 
in order to equalise their funds and provide, if necessary, other funds, 
a Central bank has been started for each Union which receives and 
distributes the deposits of the societies which form its sole clientele 
and body of shareholders. These Central banks have wisely provided 
in their statutes for obtaining funds a4 erfra, chiefly by the tissue of 
debentures and receipt of deposits, but have not yet had ovceasion to 
do so. It is strange if in this organism of village societies, autono- 
mous and independent, yet, as members of one body, linked to, and 
supported by, Central directorates and banks, there is nota seed which 
may take roof and grow in Indian soil, as it has done in Germany, 
Austria and Italy. 
Differences between the Schulze Delitzsach and Raiffeisen Societics,— 
There has been almost, from the first, a regrettable controversy , 
between the two classes of societies, or between their 
principal men, a controversy amounting almost to party strife, 
and as unnecessary as bitter, seeing that both classes are indepen- 
dently useful, It is advisable to mention the points at issue in 
order to assist the future practice of this country. 
. Both philanthropists started with the same idea, evz., that of 
providing cheap capital for those, who were debarred from it by its 
a enormous cost, cheap credit for those, who were exploited by the usurer, 
their object was to supplant the individual lender by the organized 
bank. Both saw clearly that thrift is at the base of any possible 
system; only persons who showed themselves able to save were deemed 
‘worthy of credit; saving, moreover, as the only basis of capital, 
is a sine qua won. Here, however, the two systems diverged ; Senutzs 
Dewrrzson began to foster thrift by rewarding it with dividends and 


















sand profits as high as possible, thus placing the interest of borrowers 
+ j in opposition to that of lenders; Ratrretsen placed the interests of 
ss the «borrowers first and allowed no dividends. The difference is 


onwiderable, the former tend to become joint-stock societies, in which 
to members of 30 or even 56 per cent, (Wovrr), a result hardly 
om with anything but usury; the latter preserve intact 
the co-operative idea of mutual help, and yet are eminently successful ! 
oth in attracting abundant deposits at market interest and in help | 
: all members is that of the borrowers, — 1 
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borrowing members. It must be remembered that Raiwrersen aimed 
directly not at the mere material benefits of association, but at its 
moral and educative results; thrift was to be promoted not so much to 
make a man wealthy as to make him a better moral agent, a better 
member of society: he regarded mutual help, the bond of Christian 
charity, as the cardinal principle, and the necessary result of his 
system; Scuvucze Deurrzscn looked more to the material, Rairremnn 
to the moral and social, results; the former used association to enable 
the individual to struggle to the front, the latter used the co-opera- 
tive principle not merely for the individual, but as a beneficent method 
of inereasing the common happiness and welfare. This difference is 
important, since the desire for dividends leads to speculation for the 
purpose of increasing profits, especially where directors are rewarded 
by a percentage. In Madras the Co-operative Funds tend too much to 
diverge from the co-operative idea of brotherly help, towards that of 
profits upon investments or as a reward for management. The true co- 
operative principle worked out in banks is, according to Sianon 
Luzzarri’s idea, “a bank with fixed dividends on its shares and deposits, 
all surplus profits going to the reserve ; when the latter shall be equal 
to twice the capital, the shares are repaid, and all subsequent profits 
are expended in philanthropic or useful objects.” (Rosranp) Thie 
external profit in this case is that derived by the borrowers from the 
cheap and accessible capital which they borrow for productive or 
useful purposes, the investors, at the same time, get a fixed dividend 
of interest which is usually somewhat above that of State paper. 
The corollary of these views is, in the Schulze Delitzsch societies, 
comparatively large shares with considerable dividends and paid 
administration; in the Raiffeisen societies very minute shares—and ’ 
then only in obedience to the law—and no dividends but an inalien- - ; 
able reserve, and wholly gratuitous administration except as regards 2 
the clerks, 4 
Scuvrze Deuivzsen, again, started his societies at any given centre : 
with a wholly indefinite area of operation, the larger the area, the 
better the chance of paying business. Rarernisen, on ‘the co trary, 
lays down as an absolute rule that the area ot on 
be small, never exceeding that of a vie | 
iis radical; in the former societies it in far lens pot — 
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latter societies all members are acquainted, the bank’s clientele are 
its neighbours; it can lend upon character, upon the status, both 
personal and material, of the borrowers and their sureties, Usury 
can only be fought hand to hand, and it seems likely that only purely 
local societies can succeed—at least as regards the peasantry. 

Other radical differences are as follow: in the Schulze Delitzsch 
societies, which are largely urban, only short-term loans are granted 
three months being the rule with one or two prolongations; in the 
Raiffeisen societies, which are wholly rural, long loans are the 
rule, two or three years being the average, and ten years the ordinary 
maximum. The former societies do not trouble themselves to watch 
over the use made of the loan, though they satisfy themselves before- 
hand that it is to be used profitably, the latter consider it essential 
fo see that the loan is used productively, and every three months the 
utilization of the loans is examined by the committee of supervision ; 
the former societies require repayment of their loans in lump, the 
return being usually speedy, and the result of a particular operation 
in trade, business or industrial contract, &e.; the latter take their 
loans, if of more than a very short term, by instalments, per month 
or per annum ; the former, lending only in short loans, have no rule 
regarding repayment on four weeks’ notice; the latter insert, though 
they hardly use, such a rule to provide against the deterioration of 
property or the misuse of the loan; the former do an enormous short 
term business with artisans, tradesmen and a proportion of agricul- 
turists, the latter a far smallar but now rapidly increasing business in 
long loans almost solely with agriculturists, 

Se much for the differences between the systems of the two great 
founders of German co-operative effort. On the other hand, it must 


| be pointed out that their common object was the strengthening and 
raising of the poor by the means of self and motual help («'arder 


et senter 'aider). ‘They rejected more benevolence in their methods, 


for though charity is a high virtue when applied by individuals to 


individuals, it cannot, or rather does not, in our imperfect conditions, 
succeed when applied to the relief of classes. Yet it was the main- 
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Rarvretsen throughout the country side. It is personal devotion alone 
which effects great reforms among the poor and helpless, 


PoruLar Banxs (Luzzarr). 


Objects and Character —The following extract from No, ,$}, of 
the Foreign office Report explains the objects and character of these 
banks :— 

“' Like the Credit Unions founded in Germany by Scuurze, the 
Italian Co-operative People’s banks are simply associations, by means 
of which artisans, peasants, small tradesmen, and, in fact, all classes 
of persons who, though honest and intelligent, could not otherwise 
obtain credit without submitting to every form of usury, combine to 
establish a local self-governing institution of eredit to meet their 
requirements. 

“They are based upon the principle of self-help, and aim at 
developing habits of prudence aud thrift in their members, by 
providing them with a profitable means of investment for their 
savings, while they seek to put down usury by the facilities which 
they afford for obtaining loans and advances of money ata reasonable 
rate of interest. 

“The members, being at once the proprictors of the bank and 
its clients, have a direct interest in its making a profit, and a sufficient 
inducement to keep the rate of interest charged on loans and advances 
within proper limite. 

“The pecuniary interest: of cach member in the association, 


through the shares subseribed by him and his contribution to the | 
reserve fund, offers a material guarantee for the punetual repayment : 
of his debts to the bank, and a moral guarantee is created by the 


restrictions imposed upon the admission of new members, and the 
sale or transfer of shares, which must be submitted to the board of 


directors for approval. 
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institutions, supplements and completes the material worth of the 
shares, which are accumulated gradually, and even in some cases by 
weekly instalments of a few centimes.’ 

“In order to secure the efficiency of such a moral guarantee, it is 
most desirable that the members of the association should be well 
known to each other, especially during the early period of its existence, 
and that the bank authorities should maintain a strict supervision 


over the granting of loans and advances. 


“The area in which the operations of the bank are carried on 
must therefore not be too extensive, so that its members may have 
frequent opportunities of intercourse with it and with one another, and 
be able to take an active part in its management without personal 
inconvenience, and Signor Luzzartt accordingly recommends the 
conversion of branches of existing banks into independent institutions, 
whenever their condition is sufficiently flourishing to justify such a 
course, as well as the foundation, in large centres of population, of 
small independent banks, side by side with those already established.” 
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[Extracts from Sir F. A, Nicholson's Report pp, 242-72.) 
Mapras Loan Socrerres (Funps—Nuputs). 


The leading idea of these Nidhis is mutual credit; a certain 
number of men form a company under the Companies’ Act, and 
attract other members; these pay a monthly subscription for a given 
term, at the end of that term affairs are wound up and profits 
divided. Members may get loans from the society, repaying them 
with interest by monthly instalments. The idea is sound, but requires 
development; at present they are of very limited scope and fulfil 
merely the object of the similar class of Building Societies of Great 
Britain and the United States, on the model of which, even to the 
verbal adoption of their rules, they have been founded. It is curious 
that these societies, as their history will show, might almost have 
been developed directly from indigenous practices, riz., from the 
Kuttu-chit system} a fact which forms a striking argument in favour 
of the suitability of the Fund system to the presidency, and gives 
promise of its great future development as a method of thnft and 
credit, The enormous development of the present system in England, 
and especially in the United States, where it appears to be rivalling the 
Savings Bank, is a proof of its general suitability to small folk, and 
it can probably be adapted to suit rural and agricultural needs. 

History.—The Nidhis, as now found, originated in Madras, in the 
Fund called the Sadar Court Fund, open to officials only ; it seems to 
have been started about the middle of the century. But the founda- 
tion principle, riz., that of association for mutual credit, is found in 
the indigenous ‘Kuttu-chittu’ system, which is universal throughout 
the presidency. 

This latter system depends upon (1) association, (2) confidence. 
(3) honest dealing, and its universality speaks highly for the general. 

honesty of Madras villagers, for the power of oe ee 








system to prevent fraud, and for the possibility of a developm _in o] 
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same fifty subseribe, but in drawing for the pool previous winners are 

excluded ; this continues for the whole fifty months till each subscriber 

has reecived Rs. 50. This practice—a necessary system where there 

is no such thing as even a Savings Bank, and where deliberate bhoard- 

ing for many months or years is a most difficult operation—gives men the 

use in lump of a considerable capital, repayable by small and easy 
instalments; it is most useful for buikling honses, starting a shop, 

buying a pair of cattle or piece of land, &c.; it is clearly the result of 

the village self-contained system in a country devoid of banks and 
communications, and where permanent emigration, even to other 

districts or villages, was still of late perfectly unknown. Tt is said 

that, whether from honesty or fear of the consequences, tke system 

is never abused by winners prematurely withdrawing from subscrip- 

tion. It will be observed that there is nothing of a lottery in this 
proceeding ; the element of chance appears only in the order in which 
| the subscribers obtain the pool ; every subscriber obtains it in turn, 
J it is not a gambling transaction in which one person obtains a given 


ie sum by mere chance to the Joss of offers; it is no More a gamble than 
_ the drawings by which in England, as in Europe, it is decided what 
, particular debentures shall be paid off. 

i A further development, however, is next found; the subscribing 













_ ~——s members, or more usually the promoters of the Fund, desire to obtain 
be definite and increased profits for themselves, drawn from the need of 
the subscribers ; instead, therefore, of drawing for the pool, it ts put 
up to auction in lump or in lot; the lowest bidder takes the amount, 
that is, the one who bids the lowest sum below Rs. 50, say 40, obtains 
only that sum, but gives a chit or promissory note for Rs, 50, the | 
difference, Rs. 10, is divided as profits among the other members. 
cia « This is similar to the Building Societies system, where loans are 
ss knoeked down at auction to the man who bids the highest interest, 
! : ec or the largest premium ; in both cases it is apt to become an exploita- 
* lon of need or of recklessness, the man most in need of money has 
— pay as ax high as possible for the accommodation. It has been 
common in India, as elsewhere, to get up societies for the sole purpose 
ofp — —— with a living the so-called “ directors ™ 
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perfectly well that it would not pay their creditors to sue them in 
Court, at a distance of perhaps 20 miles, for sums of only Rs, 20 or 
Rs. 25, hence the bankruptcy of some such Unions. These Unions 
are useful and legitimate, but when they are not sustained by village 
authority, by the power which a local community or caste has over 
its individual members, they are very apt to fail, for human nature 
can seldom pass the ehance of a good thing at another's expense if 
there is practically no risk. 

The first Madras Fand (Nidhi) further developed the system ; 
about 1850 certain Court and other employes discovered that they 
were being ruined by usurers, and determined to start a Fund to give 
persons of fixed income a chance of borrowing at equitable rates. 
The model selected was the English Building Society so-called. Why 
this particular class of society was adopted, or who suggested it, is 
not known, but it is clear from the rules and methods of the N idhis, 
which reproduce, in many cases verbally, the rules and conditions of 
the English exemplars, that some keen-sighted man discovered the 
suitability of the Building Society to presidency needs; possibly the 
original idea was actually to provide houses for subscribers. The first 
Fund was a ‘Terminating’ Society with a seven years’ period; each 
subscriber agreed to pay for eighty-four months, when the Fund 
would be wound up and shares repaid at Rs. 1024 per 84 received. 
From the collections loans were granted to members at 6} per cent, 
interest with penalties for delay ; the loans, repayable by the monthly 
subscriptions, were usnally on mortgage, and the order of granting 
them was determined by lot; the cost of establishment was met from. 


| ¥ 


the penalties and from a charge for commission. Branches were 


determined to make the Fund permanent, that is, a new series of 
subseribers were admitted and shares opened every year, and finally 
every month, so that there was a continuous influx and efflux of 


members and shares. : | : 
The Fund continued in much prosperity and favour till 1872, and 


cent. or other high intereston their loans; as in the Eglin, — 
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But about 1872 it was discovered that the societies were all 
illegal and had no civil status, not having been registered according 
to the Companies’ Act, which, though for many years in force, was 
unknown to the very companies which should have registered ; it is 
a very peculiar fact that at the very head-quarters of trade, the 
existence of the Act under which companies were bound to exercise 
their trade was ‘even unknown to them. The result of the High 
Court's judgment was the collapse of many societies; debtors 
knowing that the societies could not go into Court refused to pay ; 
even after registration the societies could not sue for acts done 
before registration, and the result of course was liquidation. Some 
were re-established and duly registered, but the loss to the various 
socictics was calculated at 20 lakhs. 

Other abuses also crept into certain societies ; the energetic 
aml honourable men who began the Nidhis died or retired, and in 
some cases were replaced by unscrupulous, incapable or negligent 
men; subscriptions were misappropriated: in one fund many 
thousands of rupees of profits were devoted to the payment of handsome 
salaries to directors, promoters and staff ; many bogus societies were 
started in Madras and in the mofassil for the sole purpose of enriching 
the promoters by sheer fraud ; splendid promises were made and for 
a while fulfilled, till confidence produced lange subscriptions when the 
“Fund” elosed its doors; impossible profits, such as 2 rupees for every 
rupee subscribed, were promised ; these sham companies even got the 
nickname of ‘Lubbuck’ (literally, gulping or devouring) fonds, and 
were a disgrace to the community, and a source not merely of 
immediate loss, bat of much subsequent distrust of Credit Societies. 


* bef * A large number were started and closed to the ruin 
of many investors. The following table gives particulars from 


‘1872 — 
< ease Average number 
Period. annually 
in existence, 
1872-77 ve * Ans BT 
_ ©) [s77-a2 5 * oe 6S 


. 2 55 2 ove ove 157 
‘ ⸗ le * * 92 ' *2 one oe 186 


oh — there were 20 Nidhis 03 in 1852 ; 269 in 1886-87 ; 
and 1 ia) 2801.98. Tn the. five: yeare — 1892 no less than 


were. 
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Doubtless many of these were the irregular and often fraudulent 

Benefit and Insurance Societies described in the papers read in 

Government Order No. 8368 Judicial of the 7th December S85, 

where one person is mentioned as “director” of six unds, though he 

had been “at least thrice punished for theft, misappropriation, &¢,” 
another was a petition-writer, and so on; these were started, received 
subscriptions and disappeared, the “benefit” being only to the promoters, 
For the present study the winding up reports of 70 regular Loan 
funds taken at random from the registrar's reconls ~ have been 
amalysed ; 42 fell because of the failure of subscribers, especially 
those who had borrowed, to pay their dues, probably owing to laxity 
and mismanagement; © fell beeause of the misconduct or 
fraud of the secretary or other officers; 9 simply decayed, 
getting no business; the rest from various causes; natuaral 
expiry being the reason im only 3 cases. Abuse of powers and 
embezzlement by the seeretary, absolute negligence by directors of 
the rules of the society and of business methods, disregard by 
directors of the share-holders, the falsification of accounts and records, 
= dishonest withholding of repayments by borrowers, and neyligence 
in subscription by non-borrowing members, are the chief features of 
these reports, 

1 The notorious case of a certain “Bank” quite recently started 
under most excellent auspices in Madras is well known ; the rules 
provided especially for audit, and yet the funds disappeared almost, 

. from the heginning ; the resolutions of the general meetings and the 

: petitions put into Court and the proceedings in Court: — 

extraordinary laxify and negligence. —— 

The history is very ingtructive; — abiowe' tintin’ the feiftsiny of ; 

a movement, the energy, devotion, zeal and honour of theéarly 

promoters may suffice to thoroughly establish a paying business on Jie 

just and honourable principles ; that success means ready imitation ; 

that in the imitations and even in the originals there is no intrinsic 

guarantee that the high principles of the original promoters willbe 

sustained ; that if the principle of. — faire” be allowed free 
course amidst a needy population, much too ignorant of business 

to-be able to guard their own interests, that principle will be abused 5 F 

that the mere — of —* pee if ——— *i⸗ten ce, is 
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The above has been simply a sketch of the development of the 

Fund idea; as regards the Nidhis themselves, it is found that they 
have been promoted either by a philanthropic desire to relieve men 
from usury and provide a means of saving either for specific purposes, 
such as marriages, housc-building, &e., or for general thrift, or hy a 
hope of obtainig profit for the promoters, or by a mixture of both 
expectations. Individual energy has always been the proximate 
cause ; merchants, officials and vakils have, in most cases, been the 
active promoters. Sometimes public meetings were called or printed 
notices issued, but generally it appears that the society developed by 
simple accretion, not—after the first effort—by an active in-gathering 
of members. 
F The history and general principles of these Nidhis having been 
given, it will be well to deseribe them further uider the following 
heads, viz., (1) objeets, (2) principles and constitution, (3) methods, 
(4) Government intervention, (5) results, (6) «lvantages, (7) defects, 
(5) difficulties. 

Objects —These are described as the facilitation of savings, the 
relief of members from old debts, the deliverance of them from usury, 
the accumulation of a fund for special purposes, such as marriages, 
the grant of loans on good security for all purposes, whether for 
domestic ceremonies or maintenance, for expenditure on jewellery, 
on house-building and repairs, on land, &e. Members alone are 
: — generally contemplated, but, in fact, surplus funds are frequently 
-—s Tent in small lots to outsiders at a somewhat increased rate of 
interest ; in such cases the material security must be carefully looked 
ta, since the society lacks that derived from a borrower’s membership. 
An unexpressed object is also the provision of salaries or profits for 
_ the: promoters, directors or officers—a perfectly legitimate object, but 
. hat is apt to interfere with benefits to borrowers and members, and 
tend: departure from the strict rules of the society. The receipt 

eposits is ‘not usually a primary object, in some. sovicties it is only 
sequent introduction; in hardly any has it obtained any 
— ‘Tt will be seen that the scope of the societies * 

— not Banking societies so much as Mutual Loan 
A Sy Aisa fail in — function of banking, ry-., 
hoards for pro otive purposes. 
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Terminating society, the Chit associations of various sorts, and 
the Benefit societies, Of the Terminating socictics there is one 
which is thoroughly rural, its promoters are village residents, nonv of 
whom knows English, its clients are largely agricultural, its original 
term was for seven years, on the expiry of which it was wound up 
with anet book profit of Rs. 2,400, of which seven-eighths would, 
when realized, go to the directors ; about half was still outstanding. 


The society was re-started immediately on a much larger scale 


embracing distant villages, and is therefore likely to -be largely 
defrauded or to lose heavily. The Chit associations calling themselves 
Nidhis vary in method, in one town the method is as follows: cach 
100 members form a class or group; these subscribe 1 rupee each per 
week; from this Rs. 100, Rs. S are deducted as commission to the 
directors, and the balance, is put up to Dutch auction: the bids go as 
low as Rs. 74. The difference between Rs. 74 and Rs, 95 is divided 
among the 100 members of the class. The borrower executes a 
bond with sureties for the whole sum and repays it by the usual 
weekly subgeriptiot. No interest is charged, but the premium and 
commission amount to very heavy interest. In case of failure to 
repay asuit is filed; one of these Funds, started in 1890 at the 
head-quarters of a District Munsif’s Court, had, in less than three 
years, filed 150 suits; another started in 1891, had filed nineteen in 
twenty months. The Benefit societies are those which provide 
money for various domestic and social occurrences by means of — 
subseribed shares, some are, or were, Insurance secieties 3 these have. 
mostly died out, and the so-called Insurance societies deseribel 
in Government _ Order, No. 8308, Judicial, dated 7th December 
1885, would never be tolerated ‘ander the control ——— 
law. These socictics do not come within — — the | * 
present study. | ? — 
The central structure of an ordinary sovicty is that of a terminating 
society consisting of a maximum number of shares which are paid : 
up by regular monthly subscriptions and terminate with the period be . 
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for which the society is founded, The society is — —— 
—* of the given period, say, forty-five or — r months Pili 
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monthly subseriptions is usually repaid at Re. 102-8; the period 

may be a little less or a little more than the nominal, terminating 

whenever the shares reach the determined value. It is usual, however, 

now to make the societies “permanent”, that is, fresh serics of 

shares are periodically and frequently issued, and itis these only and 

not the society which are wound up as each series matures, so that 

subscribers are continually coming in and going out; this prevents 

the accumulation of idle funds at a loss of interest as the termination 

of the period approaches, in order to pay off non-borrowing members, 

and also permits the entrance of members without the payment in 

lamp of a eriows and often prohibitory mass of back dues, it being 

only necessary to pay such as are due for the prior months of each 

particular serics, It is, however, usually necessary, as each series 

approaches maturity, to attract deposits at perhaps 7) per cent. 

per annum, in order to pay off matarod shares : these deposits are then 

is repaid from future subscriptions, to the detriment, however, of the 

i lending power of the society. 

i | All the societies are called “Limited ”; this Word is,frequently 

—— not even understood by the societies, which in many cases have 

: explained that the word means limited to a certain number or toa 

certain value of shares. Since business is almost limited to the grant 

of well-secared loans to the maximum amount of the share values, 
there i is no real risk to any member in a decently-managed society. 

‘The essence of the society is mutuality ; itis a group of men 

united to help one another by a common contribution of fands which 

are to be lent ont to members only for their sole benefit, all profits 

derived from the transactions are to return to the members, so that 

‘all benefit : the non-borrowing members by the receipt of profits, the 

| — rowing members by the nse of tho loaned capital and by a portion 

oe the profits: which they have contributed to the society. That is 

ry, and with the exception of the British Friendly societies, 

* * —— American Building: ‘societies, of which the Madras 

love is a copy, and the Raiffeisen: and Wollemborg Rural Credit 

in ey are no societies in the world more thoroughly 

tive in theory. It is, therefore, greatly to be regretted that, 

gruidance and explanation, through the total absence 
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promoters and directors who are Madras business men, through the 
natural and in this case undiverted desire for gain, and lastly through 

the fact that the only law governing societies is a Commercial or 
Trading Company law, these essentially Co-operative societies have 
largely diverged, and are daily diverging more and more, in the path 
of mere trading societies. The same tendency is observed in the he —* 
Schulze-Delitzsch societies in Germany, and the inference scems 
unavoidable that if profits, dividends, and large stipends or honoraria . 
to directors and office-bearers are put forward as attractions to members 

and administrators, the effort after them will soon become dominant, 

and substitute the competitive struggle for the co-operative march. 

Methods —Unider this head will be deseribed the general 
working of a regular Nidhi, its clientele and administration, 
its funds, loans, &e. 

Clientele—In most cases the Nidhis have been started in 
considerable towns, Trichinopoly, Coimbatore, Salem, Bellary. 
Tadpatri, &c., by the official, professional and trading classes; the 
main rule-of the Nidhis, viz., the regular monthly payment itself 
shows this. It is these classes who are most likely from their 
intelligence, knowledge and requirements to begin associations of 
this class. Accordingly it is found that the proportion of members 
of these classes is, upto date, altogether overwhelming ; the following 
table for the thirteen Nidhis which alone have given information as 
requested, brings this out clearly :— 
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1Madras § /1,172| 217 | 625 
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70 per cent; even in the twelve mofassil Nidhi« they are 3,255 out 
of 4,669, or slightly over 70 per cent.; agriculturists proper are 
only 723, or 9-4 per cent. It is clear, then, that the Nidhis of this 
presidency have so far reached only the official, professional, and 

, / trading Classes of the towns with a few agriculturists, most of whom 

r — ” also live in the towns. However well adapted their general 

= principles may be to the conditions of this presidency, or 
however capable of development, the Nidhis have not, during 
their forty years of existence and twenty years of extension, 
been able to provide the Madras ryot with any appreciable 
help. 

As a rule there is no condition as to admission except 
nationality ; most admit only caste Hindus; some (Madras town) 
only Europeans or Eurasians. There is but a single, and that 
avery small, Mahomedan Nidhi in the whole presidency, Madras 

Ce city included, and the ordinary Hindu Nidhis do not admit 
— Mahomedans, because of the difficulties arising out the 
—— Mahomedan law of inheritance. Directors generally have power to 
refuse admission—a very neccesary faculty—so as to keep out 
objectionable characters. There is no general condition, however, 
as to character, status, &c.; any man who is willing to abide by the 
rules, and pay his monthly quota regularly, is an eligible member. 
The responsibility of members is “limited” to the maximum value 
of their shares; in most Nidhis no single shareholder can hold 
more than a certain number—usually twenty, twenty-five or 
fifty—of shares, only in one—a ‘Commercial hank’—is there no 
limit, and the maximum held in that society by any one member is 
165; in one society 100, and in two others 300, is the maximum 
Sllowabhe: This rule may be evaded by taking shares in the names 
of relatives. As however—tho Nidhis as in Europe, proceed on 
the democratic principle of “one man, one vote,” irrespective 
7 * ‘shares held, they avoid pro tanto any plutoeratie preponder- 
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Adm matration —A Nidhi is asually formed by a few intelligent 
persons, generally officials and professional men, aniting to the 
number of seven at least, and framing or borrowing a Memorandum 
and Articles of ascociation ; these subscribe a few shares fully paid 
up, with which to defray preliminary expenses and registration fees ; a 
prospectus is then issued, and a mecting called by public notice to 
explain the nature and objects of the Nidhi and a list is opened for 
members. This or a subsequent mecting appoints the directors and 
olfice-bearers, who are, asa rule, of course, the original promoters 
of the Fund. 

Geaeral Assembly.—Theoretically, the source of power is the 
members in general meeting ; they elect directors, auditors, &e., and the 
directors report to them annually; in practice the directors and office- 
bearers, especially secretary, are the real society, being, practically, the 
only ones cognizant of business and of the affairs of the Fund, When 
the general meeting docs attempt to exercise power, experience 
alleges that it is frequently used badly and ignorantly, a mass of 
ignorant voters zre won over to dangerous business, to mistaken 
appointments of directors or auditors, unconscious of the true duties 
of such officers, or of the proper scope of genuine and safe business. 
The power in Madras and neighbouring districts is generally exercised 
on the “one man, one vote” principle, hence, the experienced director 
of many years’ standing has precisely the same theoretical value in 
the meeting as the newest joined lad or the old market woman with a 
single share. This is the strictly democratic principle adopted in 
the Popular banks and Credit Unions of Germany and Italy, which 


is found to work very well, the power thus given to the mass of 


members, ¢, ¢, to the mass of. borrowers, tends—but only tende—to 
prevent any diversion of the aims or funds of the society towards 
speculation or towards private interests, or any monopoly, of the 
alministration for purposes of private gain — ——— 
In the United States, however, it is common, —— 
allow one ‘voto per” share, it is argued by — ‘the a ti 
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should he the case in the great republic, and shows a curious 
——— between the views of business and of politics. It ie right 

to add that a limitation in the number of shares to be held and votes 

to be given by each share-holder is recommended, also that another 

American writer of great experience in Building societies (E. Waroner) 

— considers that the stock vote (as many votes as shares) is bad in 
principle, as “it gives the preference to capital over brains and 

experience ; it gives the richer members power over the poorer ones ; 

it tends to destroy confidence, and often leads to fraud and oppression ; 

it is a great aid to dishonest management and the bane of large 
corporations of the present day.” In certain important groupe of 

mofassil Nidhis, it is customary to allow one vote for every share up 

4 to ten, and thereafter one for every five ; this gives a preponderance 
ã of power to wealthy shareholders, who morcover are generally these 
| who mostly attend general meetings ; these usethe Funds as investments 
and are often directors. Hence there is a tendency to run these 
Funds as joint stock companies for the benefit of investors and 
a towards the development of dividends, and this ig much complained 
* of by many members. The complaint is precisely that the Fund, 
“..% under this principle, falls into the hands of a few people who manage 
everything with a view to their own interests, Experience seems to 
tend towards the adoption of a modified democratic method ; some 
Nidhis and many experienced members state distinctly that the 
—— “one-man, oue-vote” principle is folly, in that the ignorant, anbusiness- 
a like and improvident have the same voting power as the intelligent 
— —s ands prodent business man, with a large stake in the society. To 
which, however, there is the reply that the poor man is very often as 
prudent as the rich ; that his solitary share may be his all; that he 
is more likely therefore, to insist on prodent management free from all 
~ speculative bias, aod above all that he is more likely to insist on 
ss gheap credit rather than aim at high profits. Theexperience of 
Nearope is in favour of the democratic principle in these societies ; 
ven poor members thus learn to take a lively interest in a society 
: _ where their vote is so important, and it is considered that so long as 
air men do not grow wise in proportion as they grow rich, a Mutual 
 gaxociation should adhere to this principle, as more consistent with 
‘the co-operative formula that a society is an association of men rather 
‘than of shares, It is possible that, as in some Nidhis already, a 
middle way may be found, <g. in one Fund one vote ix given for 
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every five shares with a maximum of four votes ; in another the 
maximum is sixteen. Possibly a maximum of five votes, eg. one for 
every five or fraction of five shares up to twenty-five would prevent 
all undue preponderance of wealth while giving to the experienced 
men, with a considerable stake in the Fund, sufficient voting 
power to prevent ignorance and inexperience from rash resolutions. 
The single vote system seems successful in Europe, and is based on 
the true co-operative principle ; the unlimited stock yote is generally 
condemned. In Madras and in the mofassil some of the most experienced 
men «disbelieve altogether in the existing voting system, whether the 
individual or the stock vote system. They recommend that the 
general meeting should not consist of all subscribers, especially when 
the society becomes a large one; a really representative mecting 
would, in such case, be too unwieldly to manage, while a door is 
opened to great abuses whenever matters of importance, elections, &e., 
are concerned, They recommend cither a resort to intermediate 
bodies, each member of which should represent a group of subscribers, 
or that the general meeting should consist only of shareholders holding 
above a certain minimum namber of shares so that the mass of subs- 
cribers have no votes, but enjoy all other privileges. Possibly this latter 
plan may be advisable in cities with very large socicties, but for small 
societies the individual or the modified stock vote system — scems 
preferable as giving all persons a working interest in the society. 


It has also been suggested by very experienced and disinterested men, 


one being chairman of a large Fund directed almost gratuitously, 


that the executive power of a general meeting should be removed 


altogether ; it should be a mere meeting to receive and adopt reports 5, 
the real control should be exercised by a board of control of twenty 
to twenty-five members, chosen at the first gencral meeting from the 
men of highest reputation, who would hold office permanently, all 
vacancies being filled up by the board itself ; this board should control 
all the operations of the managing committec. Such » board of » 





presidency, but has for many years been sola ander the eas 


engendered by the Joint Stock Companies’ Aet. The pr rsa] 
acertain extent, parallel with Suen 
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controls the work of the managing board, and safeguards the cause of 
the society. 

It is, of course, open to Funds to frame Articles as they please in 
any of the above directions. 

The directorate usually consists, at least at first, of the most 
experienced and influential men, retiring, as usual, by rotation, but 
re-cligible. They are now almost always paid, either by a share in 
the net profits, after the guaranteed interest has been distributed to 
members, or by honoraria settled at the general meeting ; they usually 
get sitting fees also, In some the dircetors are paid at a fixed and 
often avery large proportion of the profits, in others according to 
the number of meetings they have attended. In the largest mofassil 
society working rather as a bank, the president and directors work 
gratuitously, while the secretary, auditors and appraisers each get an 
honorarium settled at the general mecting ; the staff, of course, is 
always paid by salary. In Germany the directorate of the Schulze- 
Delitzsch banks is usually paid both by salary and by a share in the 
profits ; in Italy this was also the case, but Sicnon Lezzazri strongly 
recommends—and the suggestion is now largely adopted—that their 
services be given gratuitously ; in some of the very largest banks, 
e.g, Milan, this is pre-eminently the case; in the Raiffeisen and 
Wollemborg Loan societies a// services are gratuitous except those of 
the accountant, It seems to be the rule that in these co-operative 
Mutual Credit societies in Europe, and in the United States, as also 
the case of the English Trustee Savings banks and Trish Loan societies 
under the Act of 1843, the directorate gives its services gratuitously ; 
the Schulze Delitzsch societies are the exception, and the express 


‘complaint made against them is that they are tending towanls the 
position of mere Commercial socicties, and losing their “mutual” 






*; the desire for large profits, and consequently larger 


— to the directors, is not merely keeping up the rate of 


interest, but diverting the societies from their true role of assisting 
— ————— the poorer classes. This complaint may or may not be 
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Now it is curious that in the earliest societies of Madras (1852) 
directors did give their services gratuitously; the objects of the 
Funds were declared to be “mutual benefit,” and the most enlightened 
and public spirited of the members ——— the promotion and 
direction of these societies for the public good without reward save 
that of their conscience. It is now made expressly an item of 
complaint that a struggle for profits and stipends has replaced the old 
philanthropic public-spirted sense of devotion ; that the emoluments 
of directors have been, hitherto, steadily on the increase, while the 
posts themselves have become the objects of scramble and intrigue, 
votes being even purchased, it is said, from the ignorant mass of 
members ; some assert that the class of directors is deteriorating as, 
indeed, is probable if office is to be chaffered for. If it is argued 
that men require pay for increased work, it is replied that by far the 
most arduous work was done in founding and nursing the socictics at 
their start, not in the mere carrying on of a somewhat greater volume 
of business ; that the later history of the Nidhis does not show a 
better class of work than the older, while, in fact, the paid directors 
have often shown the grossest negligence and incapacity. One large 
and flourishing society, in fact, though already directed at very low 
rates, has proposed to abolish directors’ fees with the express intention 
of stopping this divergence from the “mutual” path ; the proposal 
has, however, not been carried ; another large society has reduced it 
directors’ fees by one-third. These fuets indicate a growing perception 
that the initiative idea of the societies has been departed from. It 
may be useful here to point to Enrope where, as in the Popular and 
Savinge banks of Italy, especinily, Milan, or asin the great Trustee 
Savings banks and Friendly societies of England, or the Building 
secieties of the United States, an enormous mass of high | class work 
is done without a thought of pecuniary reward by men of great 





ability and of engrossing private business, who yet give freely of 
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each director, though working gratuitously, is bound to hold twenty 
- paid-up shares, value Re 1,000, on which he cannot borrow ; the 
secretary (or manager) must similarly hold 100 shares, value Re 5,000 ; 
which are held by the society as security ; the treasurer holde shares 
and has given other security for Re. 5,000. Some Nidhis require a 
certain number of shares as a qualification for the directorate, but 
there is nothing in the roles to prevent such directors from borrowing 
on such shares, 
There does not appear to be any rule, as is general in Germany 
and Italy, against directors borrowing from the society ; in one Nidhi 
_ the directors may not borrow upon the shares hekl by them as 
a necessary condition of office. In the Building societies of England 
and America (with exceptions, e«.g., California) and the Nidhis of 
* Madras, the directors have all the rights of ordinary members, whereas 
in the Co-operative banks of Continental Europe, their position is 
is generally hekl to entail many duties and responsibilities and to debar 
fl them from the privileges of credit, exeept under epecial safeguante. 
i Auditora.—In most Nidhis audit is, of course, Fery singple matter, 
but the larger ones, with thousands of transactions to the value of 
lakhs of rupees, require most careful auditing. It is usual for the 
rules to provide permanent as well as special auditors ; the former are 
appointed for a year or term of years, the latter annually ; the former 
are intended to scrutinize the accounts and securities very frequently, 
viz., dnily, twice a week, weekly, monthly, &c., according to the 
Nidhi; the latter conducts the usual annual examination, Some 
Nidhis adopt the plan of disallowing any director from being an 
auditor ; in others, the permanent anditor is always a director or 
member of the managing committee, 
 Funds.—These proceed from the subscriptions of members chietly, 
and toa small degree from deposits; the Nidhis do not borrow 
except by deposits. In one society, which, however, resembles an 
 onlinary bank, there is a capital composed partly of foundation 
shares, fully paid-up, and partly of the ordinary subscription shares. 
—— — — derived.from shares are, of course, limited to the amount 
declared by: the statutes of | the society, These shares have two 
— at they are methods of » —— — i (2) they 
ae i — se hea F — — good ; the lowest. fixed 
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rupee pail tp. To this, however, may be added additional profits 
which in certain Funds amount to about 8 annas per share per 
annum, equal to nearly 1} per cent. equated upon the average amount 


‘at crodit during a term ; hence a saving subscriber gets about 74 per 


cent, per annum on his savings, These shares prove, therefore, good, 
aml, if the rules are observed, a perfevtly safe investment. 

Their chief fanetion in this country is, however, that of 
obtaining and repaying loans ; asa rule only members can obtain 
a loan, and to become a member a man must take one or 
more shares, every loan must be a multiple of the share value, ¢.y., 
if the matured share value be Rs, 100 and the loan be Rs. 500, the 
borrower must take five shares ; the loan is then repaid by the simple 
process of regularly paying his ordinary monthly subseriptions, p/m 
interest. It is in this insensible and gradual method of repayment 
that one important advantage of the Nidlis resides, 

Deposits,—These are generally receivable up to an ordinary 
maximum of Rs. 5,000 for any one account, the minimum varying 
from Rs.25. In some cases they are repayable at call, but this is 
rare ; notice of fifteen days to one month is usually necessary ; 
cheques are not generally in use, but a form of demand with the 
pass-book as in Savings banks. Repayment of deposits must, by the 
rules, take precedence of all other demands for funds, so that on a heavy 
run loans would be impossible for a considerable period. In some 
Nidhis only fixed term deposits for three, six and twelve months are 
received. Some Nidhis only accept deposits from sharebolders ; 
generally, however, they are taken from any person offering. In some 
Funds directors are bound to or do lend under the name of deposits 
whenever the Fund is in need of ready money to pay off matured 
shares, or to mect demands for good loans. Generally speaking, 






deposits in the mofusail are made in large sums by a few people ; 
they are not the petty deposits of the masses; in some Nidhis a_ 
minimum, ¢.g., Rs. 25 is preseribed for each in payment. It ee 
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much of rural moncy-lending in this presideney is by the moneyed 
Classes rather than by Marwaris. Interest varies according to term 
and bank ; 5 per cent. for ordinary deposits, 6 or 6} for twelve 
months’ deposits, are moderate rates, and 74 per cent. is not 
uncommon; in some societies three months’ deposits get 6 per cent. 
and twelve months’ deposits, 9 per cent. In one society charitable 
deposits get 104 percent. The ratio of deposits to capital is usually 
small ; the highest proportion, with one exception, is one-fourth of the 
nominal capital ; in many cases it is not above one-tenth to one- 
thirtieth or even a much smaller fraction of the capital. No limit 
to the aggregate amount of deposits is generally imposed by the 
rules ; in one Madras case the deposits are three times the amount of 
paid-up capital, but this is not an ordinary Nidhi, and is purely European 
or Eurasian. The small proportion of deposits, considering the very 
good interest paid and the apparent demand for loans is remarkable. 
No special security is offered for deposits; the status of the 
society p/ma the reserve, if any, and any amount still due upon the 
shares, are the direct cuarantees ; this latter appréaches zero as the 
shares approach maturity, and where a whole series simultancously 
matures, deposits have to be attracted by high interest. Deposits are 
more readily attracted to societies which lend chiefly on mortgages 
rather than on personal security ; depositors consider such a Fand 
more solidly estublished and less risky than those where loans on 
personal security are the chief feature, while the deposits themselvgs, 
being lent on good mortgages, are unlikely to be finally lost. It is 
probably the absence of material and solid guarantees for the repayment 
of deposits which prevents their inflow ; the interest is far higher than 


that of Government paper, and the directors of the bank are locally 
well known ; bigh interest is evidently insuflicient per se to attract 
deposits. It is also certain that with substantial and permanent 
reserve and other guarantees, deposits would be attracted not only in 
larger quantity but at cheaper rates ; with Government paper below 
4 per cent., it is difficult to believe that 6 to 74 per cent. is necessary 
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— in Funds, if well managed, supervised, and guaranteed. A small loss 





is, the want of definite =~ 
in case of a run, and 






———— and in — ‘these Fi 











S64 PROVISION OF BORROWING FACILITIES. 


the disorganization of loan operations when deposits are withdrawn, 
are among the weak points of these societies, 

Reserve.—This is generally provided for in the rules by an allotment, 
of from one thirty-second of the net profits after deducting all dues to 
subseribers for repayment of principal and for guaranteed profits; such 
allotment is usually trifling. It is also to provide by rule that this 
reserve shall be broken up and divided in whole or in part every three 
or four years ; on examining a large number of balance sheets, it is only 
occasionally that a reserve is ever mentioned, and, where found, it is 
usually extremely small, Small as is the reserve at its maximum (usually 
only | or 2 per cent. of the capital), at certain periods itis either #t/ or 
infinitesimal, Moreover, the reserve is often laid outin charitable 
investments, probably for the deity or temple which gives its name to 
the fund ; that is not a legitimate use for a reserve. 

Profits —In Mutual Loan socicties, such as the Nidhis, profits 
ought to be entirely subsidiary to the main purpose, rrz, the cheapening 
of credit; profits are indeed a legitimate means of stimulating thrift, 
but must not become the chief aim of society, especially when all profits 
are provided solely by the borrowers and when directors and office- 
bearers, as such, take almost as large a share (usually seven-sixteenths) 
as the whole mass of subscribers. After providing the fixed profits 
according to the rules, all other profits should be kept as low as possible, 
whereas in the report of certain Nidhis. the annual profit is from 10 to 
14 per cent; part of this, of course, goes back to the borrowers, but the 
bulk is absorbed by non-borrowers, directors and office-bearers, and is 
unduly high. This divergence from the true co-operative idea is the 
besetting temptation of Co-operative societies all over the world; 
in America one borrowing member furnishes the profits for three 
investing members and for himself ; in Madras the tendency is for three 
borrowing members to furnish relatively small profits for themselves 
and for one investing member, and relatively large profits for directors. 
There can be no doubt but that the men who start these Funds are 
not generally awareof their co-perative origin and development; 
co-operation in its modern sense is hardly known in this presidency, and 


the compulsory registration of the Funds ander the Joint Stock 
Compames’ Act causes them to be ve moat Tah 
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kaa 
=. aggregations of shares rather than as associations of members 
co-operating for mutual relief, 
4 Profits arise in this presidency chiefly from an unusual source, p¢z, 
_. the unpunctuality of the members. 


Profit, in fact, is generally obtained from fines, entrance fees and 
minor payments and from profits on withdrawals, 


* Loans.—The money raised by subscriptions or by deposits is lent 
2 out chiefly to members ; in Madras city personal security is, in some 
* cases, accepted, but generally only good mortgages and pledges of 
3 jewellery or Government paper. In the mofussil, on the contrary, 
* personal security is more common than mortgages, which in some of 


the largest Nidhis are either expressly excluded, or obtain but a small 
percentage of the loans, and then only with the addition of a personal 
surety. The reasons assigned for this difference will be seen 
immediately ; and afford much ground for thought ; briefly and chiefly 
they are that in Maras personal security is shunned because of 
personal distrust due to a prevalence of fraudulent practices, and to the 
facilities for bankruptey, while mortguges are favoured because of a 
good system of title and of ease in recovery of debts ; in the mofussil, 
mortgages are avoided because of difficultics of title and the effect of 
the Revenue law for the recovery of arrears, while personal security is 
accepted because mutual confidence exists between members residing in 
‘the same village or town, and intimately known as neighbours. It is, 
however, curious that even in mofussil Nidhis, mortgages take rank 
prior to personal security in the sequence of preference, and are 
granted at lower interest ; this ts due either to the fact that the rules 
are borrowed direct from Madras, or to an opinion that mortgages 
sper se ave safer than personal security ; if it is the latter, it follows that 
mortgages are not largely accepted because of the difficulties of title 
. 

commercial bill is not in use as a method of credit; the cash 

Secu credit is also absent. 
— granted fa the rua way, needing no description ; 
Tees eee recuse receive applications, valuers and appraisers and 
aAdoe —* — 4o‘about half or three-quarters of the 
| erty — ; toa somewhat higher 
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preference being given in Madras city in the order named. In 

Madras city mere pérsonal security is strongly objected to and 

in fact generally refused; it was deliberately stated in two large 

sotictics, that in that city it i not safe, owing to the facilities for 

bankruptey ; no respectable person, it was said, will stand security 

except for very short periods (three months) since the habit of evading 

debt has grown up. In the margin of the rules of a large bank 

which bas collapsed, there is a pencil note by a director that the ruin 

of the bank was due to loans on personal security. This is a 

very unsatisfactory condition, but in rural parts this want of 

confidence, these breaches of faith, do not exist to a material 

degree. 

The method of repayment, is that of the Building societics ; suppose 

& man has one share payable in cighty-four months at Re. 1 per month; 

aloan is granted to him for Rs. 100 upon mortgage of ahouse worth, 

perhaps, Rs. 150 ; this loan he repays simply by his ordinary monthly 

instalments of Re. 1 p/es interest; at the end of the eighty-four 

months from the date of his entering the socicty, his share will, 

as usual, be’ worth Rs. 102-8, and his debt is therefore wiped 

off. If his loan is for Rs. 500 he must take five shares: Hence he 

is able to pay off his debt by small monthly fractions—a very useful 

plan te those who get monthly pay. 

Method of allotting Loaus.—Since nearly every member—at least 

three out of four—of an onlinary Nidhi wishes to borrow, there is 

much competition for loans. Most of the Nidhis seem to grant loans 

according to priority of application ; a list is made, and membors get ‘ 

loans im turn, some Nidhis give directors power in case of pressing ~a 
is need to allot out of turn. Tt is hardly necessary to remark upon the 
— possible results; the winding-up reports show that oiſicers aud — 
directors’ friends are apt to obtain priority, and it is conceivable that = 
if much power is left to a secretary or ill-paid manager, those who —— 
obtain his favour in any way, obtain undue priority. Morcover, with | 
the limited funds at disposal, those who are in the grestesk —— = 
frequently fail to get a loan in time to be of use, — — 
car Some few Nidhis consequently alopt the auction premium — man, 
ss wnally that in which the bidder offers a p ek cet 5h 
for the loan, the highest bidder wins sand the p um is deducted 
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Some adopt the so-called ‘ ballot’ «y stem, this simply decides the 
question by lot, At first sieht it — weem the best method as 
avoiding favouritism and the cost of premiums, but it has been largely 
abandoned in America in favour of the auction system, and the new 
English Bill of 1803 expressly forbids it in all new socictics, because, 
apparently persons join societies merely to gamble for the lots, w hich, 
if they win, they sell at a high price to those in need, thus realizing a 
heavy profit which should have gone to the society ; in fact a soc iety 
seems to be often formed by a ring of speenlators who gamble for the 
subscriptions and share the profits. 

: Juterest.—The interest in many Nidhia ie high ; in some it is, prima 
Jaete, unnecessarily high, but it must be remembered, in comparing 
— rates with those of money-lenders, (1) that all dealings are, in theory 
ES - at least, regular and clear and open to complete inspection and audit, 
i (2) that in loans payable by instalments counter-interest at the same 
i rate is allowed on all instalments, while sowcors, specially under the 
Uy ‘kanthu’ system, allow no interest on instalments, (3) that all 
borrowers of regular loans are necessarily subscrillers whg share in the 
profits of the Nidhi, and thereby obtained a further sct off against 
the cost of their loans. For example, a loan of Rs. 100 is granted 
ae at Of per cent. repayable in eighty-four months (seven years) by 
, monthly instalments of Re. 1 each; in these seven years the borrower 
will have paid as interest (6}*7) Rs. 43-12. But since he has 
repaid his loan by the usual subscription of 1 rupee per month, on 
which interest at 1 pie per rupee per month (6) per cent. per annum) 
is allowed, he will be credited with 84584 pies, equal to Rs, 18-9-6: 
hence for the accommodation of a lump sum of Rs. 100 repayable by 
monthly instalments over seven years, he has paid about Rs. 25, if 
interest upon interest is neglected. From this again is deducted his 
share of the “ additional profits” due to him as a member. 
Loan values —The maximum value of loans toa single person is 
practically fixed by the number of shares he may hold, since each 
share is for Rs. 50 or Rs. 100, and fifty shares is tho general 
* — num to be held by one man; Re. 2,500 or Rs, 5,000 is the 
— maxin umJoan. ‘Che minimum varies from Rs, 5 upwards. The 
— iI oat sats tavally dooepunial “small lot * loans bearing high interest 
| — ee eee eee he nn one hare 
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trade, marriages and payment of assessment ; usually the order stated 
is that given above, and the last-named is only mentioned by one 
Nidhi. In a very few cases is the improvement of lands (digging of 
wells) mentioned but the purchase of lands-and of cattle are 
occasionally stated, the redemption of prior debt is common, and in 
some cases the repayment of a Government loan is mentioned, 
prebably when a loan has been called in for breach of conditions. It 
is to be remembered that nearly all these Nidhis are in towns, mostly 
large ones; hence, agriculture is seldom represented, and the 
Government assessments are those due by considerable and absentee 
proprietors, Nearly all Nidhis expressly state that they do not 
interest themselves in the purpose for which the loan is required, they 
look only to the security, this seems to be universal. Even when the 
form of application contains a query as to the purpose for-which the 
loan is required, it is merely put to guard against any objection by 
third parties that the loan was granted otherwise than for useful 
family purposes, or itis, rarely, a relic of a past attempt at control ; 
two Mailras gocieties*stated that this control was once customary, and 
that formerly loans were only granted by instalments, after ascertaining 
that the money had been used for the specified purpose, probably 
house-building. This practice seems to have genorally died out, and 


was only intended to safeguard the security given to the Nidhi, as for . 


instance, when money was granted for repairing a house which was 
the security forthe loan. In this matter the Nidhis have adopted 
the ordinary commercial practice and fall short of the true co-operative 
principle of the guided, guarded and controlled use of credit; itis the 
influence of the society on its members towards prudence and 
productive borrowing which is one chief function of the German and 
Italian Credit Unions, a function entirely missed by societies which care 
only for the security of their money and the due return of profits. 
Government intervention.—All societies have to be registered in the 
office of the Registrar for Joint Stock Companies ; they obtain. 
incorporation by this registration and fall under the operation of 
the Act. The duties of the Registrar are simply those of 
registration, the examination of the articles, the — _ 6 a 
certificate of incorporation, the — — ‘ohanges 4 
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have recently been required to make or cause to be made an annual 
inspection of the oflices of the companies within their jurisdictions and 
a report on the same: the matters for inspection are simply those of 
sections 63, 65, and 69 of the Act relating to the establishment of a 
registered office, the affixing of a signboard, the use of a proper seal 
and designation on all documents, and the placing in public view of a 
certain statement in the Fund office; they should also, in districts 
where Nidhis are numerous make widely known, probably through their 
District Gazette, the provisions of sections 82-85 of the Act, relative 
to the appointment by Government of special inspectors for particular 
companies on good cause. shown by a certain proportion of 
the members. 

The only other Government intervention is that of the receipt 
of direct taxes under the Income-tax Act and Municipal Act (if in 
Municipalities), of feea at the registration of a society or of subsequent 
documents, &c., and of indirect taxes in the form of the usual stamp 
duties and fees for the registration of documents. 

Use made of the Loans —A very large nunfber haye been used 
in house-building, showing that the Nidhis fill a position similar to 
that. of English and American Building societies. The payment of 
old debts is very frequent, marriage expenses are a considerable item, 
4 as also land purchase, land improvement and well-digging are very 
—— rare. It is stated by most Nidhis that the grant of cheap loans has 
4 done much for the help of the members, but the want of funds is 
"frequently mentioned as a reason for not doing much more. Several 

Nidhis, especially in the Ceded Districts, state expressly that many 
of their members have, by joining the Nidhi, “been relieved from 
the clutches of the money-lender, "and personal enquiry on the spot 
— confirms this. 

Results upon members —lIb is asserted that habits of thrift, 
- foveaight business, punctuality, public spirit, have been aroused and 
3 ong hened : this is probable. On the other hand, very experienced 
en » consider that cheap money has often begotten unthrift and 
tr y ond they — to attain their full measure of 
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borrow Rs. 1,000 fora marriage on no higher terms than Re. 500 
formerly, if it merely leads him to borrow and spend necondingly ? 
“Lightly come, lightly go,” is but the record of expenionce, Nor is 
it less embarrassing to owe a bank Rs. 1,000 than a sowear Res. 500, 
incase, indeed, of the borrower's death, it may be much more so, 
from its greater amount, 

Unpunctuality is much complained of, especially in the case of 
members who do not draw regular monthly incomes; this is but 
natural, and is found in Europe and the United States also, among 
the non-wage earners, such as peasants, shopkeepers, &c. This fact 
points to the need for an adaptation of the system to such classes ; it is 
a priore impossible that socicties started for and by official and other 
stipendiary classes, should suit those whose incomes are of uncertain 
} date or accrue only at certain seasons. Out of seventy societies 

taken at random, of which the winding-up reports were analysed, no 
less than forty-two failed solely or chiefly because of arrears ; both 
benefited and non-benefited subscribers made default, but specially 
the former, | ° 
It seems that punctnality isin India the hardest to learn of all ; 
business lessons, and, as has been stated, it is probable that oy 
unpunctuality is connived at, if not encouraged, by reason of the { 
heavy penal interest. which results ; in one Nidhi three-tenths of the 
income was from fines ;in another and very large one the net profits, . 
after deducting guaranteed interest, were practically obtained from r 
this source. Here then is another result of the greed for dividends; - 
if these were fixed and all surplus went to a reserve or to works of : 
utility, it wonld no longer be the interest of managers to allow 
= unpunetuality, and the Funds would’ serve the great purpose of 
instilling the virtue of punctuality into an unpunctual clientele. ‘tule 
a Advantages, actual or possible —These will have been understood 
7 from the foregoing sketch ; they are the introduction of co-operative — 
— and habits, the stimulation of thrift and — * 
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fought by the development of cheap credit and not by squeezing the 

individual debtor; the interest of all members, but eepecially of 

borrowers, is, or should be, the primary aim of the directors, and not the 
development of large profita for the benefit of the directorate and the 
non-borrowers. Small savings are duly cared for and receive interest 

higher than can be obtained in the Savings bank ; sum nearly as small 

as savings deposits are received with the educative benefit of compulsory 
x regularity; petty capital is retained in the noighbourhood in 
which it is saved, and utilized (« «itm ; socicties and borrowers are in 
immediate contact, so that the expenses of enquiry and insurance 
against risks are reduced to a minimum ; debts are repaid by a series 
of small equal instalments, so that, while the borrower repays with 
ease, the society can recover in the Village Court, and its security 
increases in proportion as the debt is repaid; all payments are 
recorded in the member's pass-book so that he can note the amount 
at his credit, or the balance which he owes at any moment; 
the accounts of the society are, to a certain extent, — and 


* audit is not only possible but general. 

it Such are some of the possible benefits of the Nidhi — and 
| ee many of these are realized in daily practice, nor is there the slightest 
ae room for doubt that these societies, whenever they have been properly 













| worked and supervised, have been of very great benefit to their 
i members in so far as regards the grant of fairly cheap credit, easy 
methods of repayment, and genuine accounts; it ts needles to 
contrast these advantages with the conditions of private lending. 


« RecCOMMENDATIONS. 


It remains to consider what form of institution is best adapted 
in this presidency for rural credit, the difficulties in the way of the 
hanks, and the best means of promoting them and their well-being. 
2 | se postulates: of credit wf2., proximity, the security of the lender, 

: ——— to the borrower, will be assumed, as also 
the ness of the axiom that credit must be based on thrift, that is, 
* 
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when the loans are, as in this presidency, the petty loans evidenced 

by registration, court and other statisties. The vast bulk of all 

loans are below Rs. 50 ; even mortgages below Rs. 100 number half 

the total mortgages and average only Rs. 44 ; the records of the civil 

courts tell the same tale, since, in this presidency, for 1893, no less 

than 59-4 per ‘cent, of all suits, exclusive of those in village courts, 

were for sums below Ks. 50 including the interest claimed; if 

village courts are included, the proportion is 68-9 per cent, Again, ; 
including village courts which tried 61,000 suits, the percentage of 
all suits below Rs. 20 was 45°25 per cent., so that nearly half of all 
suits were below Ks. 20, This being so, it is clearly useless for any 
bank outside a very small circle to think of supplying the country-side 
with the credit it needs, Nor is it conceivable that the borrower 
vould obtain from such a bank either facile, cheap or safe credit, the 
expenses of enquiry, the nsks of loss on petty loans to unknown 
persons, would preclude facility, while the element of safety, would be 
largely wanting, since ‘safety’ requires that the destination of the 
loan shall baa prodictive one, that it shall be used in production or 
towards economy, and that money shall only be borrowed for such 
purpose. Credit banks cannot and do not enquire into the purpose 
of a loan provided the security is sufficient, whereas it is of the essence 
of village credit that the lending institution shall be a powerful aid to 
the borrower in checking extravagance and in suggesting useful 
outlay. 

Nor is it possible that State banks should satisfy the need for 
rural credit. Still less than Central banks can they satisfy proximity. i 
their agents indeed may be amongst the people, but a paid agent is 
merely a machine to pay onit iy Sesdwits nal Y 
rules ; the loans might be made secure to the lender, but solely by 
—F the overwhelming powers reserved by the State creditor, while the 
_ safety of the borrower, except as regards loans similar to those — 

under the Land Improvement and Agriculturists Loans Acts, 
would fail of being met, since the State can hardly influence the 





The borrower need not be thrifty, nor would the — 
the State deliberately utilized e fu 
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productive use, unless they were limited, as now, to improvement 
loans; this, however, is not what is meant by ‘rural eredit’” There 
are, further, overwhelming objections to general State credit; such 
are the enormous amount of necessary business with the consquent 
abnormal development of «a bureaucratic agency which, oe Aypothest 
would interfere in the daily affairs of every man’s life, the gigantic 
sums required for the supply of general eredit.; the development of 
the habit of leaning upon the State, and of identifying it with the 
prosperity and misfortune of the people, a tendency to regard the 
State creditor as a money-lender, who, especially under the popular 
delusion of the State’s illimitable wealth, could bear to lose individual 
debts ; the odium attached to the State as enforcing, as it would be 
bound to enfore, rigid punctuality and complete repayment of dues ; 
the political objections toa State assuming the position of general 
creditor with the consequent temptation by its debtors to general 
repudiation; the interference with private trade and the stifling of 
all efforts at self-help. 
* Central banks and State banks being thus fortnd objgtionable, it 
follows that what will be chiefly required for the credit work of the 
Madras districts, are small, local, locally worked institutions on the 
fe lines of the European village institutions ; it is Village banks, not 
ae District or even Taluk banks, that are required. It docs not appear 
: probable that institutions like the great Scotoh banks will ever arise 
Le to send out their thousand branches and agencies mto every village ; 
the genius of the people and the absence of a note circulation by banks 
seem to rule out this possibility. In the absence of great institutions 
with the peculiar ability of the Scotch banks, the only alternative 
is: the local Village bank which satisfies the postulates of proximity, 
. — ide and facility, and, im one form or another, is found in 
BOF instances in Europe and America; such are the sroall 
— — the Popular banks and Loan societies, the 
Building sovieties, Positos,&c. In one form, moreover, 
a a » co-operative Village bank, it satisfies the final 
— credit, e. that of * safety to the borrower. 
— — ee 7 
Jute proximity to the borrower, (2) their ability to 
nee and | quent eto drew in local capital, 
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dispense with searches in Registration offices ; (4) their power of 
making the smallest loans and of undertaking operations, however 
petty, in consonance with village custom and individual needs ; in 
fact, of giring preference to small business ; (5) their ability to dispense 
with any prior general hiqnidation of debts such as has been demanded 
asa preliminary to the establishment even of Taluk banks, they 
would ascertain im each case the borrower's prior debts, arbitrate with 
the creditor for a favourable settlement for cash down, pay down the 
sum settled, and accept the debt as due to themselves ; (6) their 
ability to work cheaply, almost gratuitously, and thus to provide cheap 
credit ; (7) their retention of local capital and of all profits thereon 
within the village, and, in the case of co-operative societies, their 
retention of all profits for the members and borrowers ; (8) their 
ability to act as agents and brokers for their members in the sale of 
produce and purchase of necessaries ; (9) their capacity of acting as 
village granaries, lending grain for maintenance and seed in ordinary 
years from their own resources, and, in times of distress, from those 
resources supplemented by State or other grants ; (10) their ability to 
act as intermediaries between the State and the individual, whether in 
matters of loans for land improvements, cattle, &c., or in other 
agricultural or industrial developments, or in times of seasonal stress ; 
(11) their power of influencing borrowers towards the true use of 
eredit, and of watching the utilization of loans in accordance with 
contract; (12) their ability to prevent fraudulent defaults and 
collusive sales of property, and, in cases of default, to utilize 
advantageously the small properties accepted as securities for loans ; 
(13) their tendency—in the case of Co-operative banks—to group 


themselves into unions for mutual development, instruction, inspection, 


and andit ; (14) their steady, educative inflience in matters of thrift, 
association, and self-help by their continuous presence in the village, 
by their continuous object lessons, and by their frequent, though 
small, calls upon the activity, thotight, and service of their members ; 


(15) their tendency to develop high forms both of individan — 


of public life, and of national character. 
oe Tole Oe ie ree easy 
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Communal banks of Alsace-Lorraine, they may be Savings banks in 
origin, dealing in eredit merely as a mode of placing their funds either 
directly to borrowers or indirectly through loans to credit’ banks; 
they may be Nidhis either of the present or of a developed type, 
developed in their power of safely attracting capital, and of giving 
long-term loans ; they may be village granaries storing surplus grain 
at harvest, and lending it out among the ryots for seed in the 
cultivation season, they may be Agricultural associations with credit 
annexes, a most desirable form of institation, or finally, and most 
desirably, they may be true co-operative societies and banks, 
operating through, for, and upon, the members, stimulating and 
collecting their savings, calling forth habits of thrift, economy, and 
prudence, guiding their outlay into productive channels, giving them 
credit for productive and useful purposes, promoting co-operative 
dealings in sale or purchase, and stimulating activity, union and 
associated action among the too isolated units of vi lage life. 











[Kxtracts from the Report by Mr. J. RR. Cahill on Agricultural Credét 
and Agricultural Co-operation tn Germany. Cad. GOR6 of 1913.) 


MORTGAGE (LONG-TERM) CREDIT. 


In the number and variety of the agencies through which they can 
obtain long-term mortgage credit on relatively easy conditions, land- 
owners in Germany, both large and small, enjoy signal advantages as 
compared with the corresponding classes in this country, Setting aside 
for the moment the Joint Stock Mortwagwe Banks, the whole of these 
agencies are in the nature of governmental, non-profit seeking 
institutions—using the word “governmental” in a sense that would 
comprise the State, provincial, district, municipal (or communal) 
authority as well as those corporations of landowners which rank as 
public bodies. The various agencies may be divided into three main | 
classes according tothe purposes for whieh their loans are granted. In . 
the first clats there are four groups of intitutions, namely, the Land 
Mortgage Credit Associations (Landschafien), the State, Provincial, 
and District Mortgage Credit Banks, the Joint Stock Mortgage 
Banks, and the Savings Banks, all of which grant mortgage credit ae 
without requiring, in ordinary circumstances, any declaration as to — 
the purpose of the loan. The second group comprises the Land A 
Improvement Funds, the Land Improvement Annuity Bauks, he 

- Provincial Aid Banks, and the Imperial Insurance Institutions, all re 

‘which grant loans mainly for specific land improvement or building 
undertakings. The third group is that of the Rent Charge Banks, 

| which are coneerned with loans in connexion with the creation and pay 

—— equipment of small holdings. : = Cr 
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a high proportion of the value of his landed property by the creation 

of bons that flow into the general system of securities, so that 

instead of only being able, like the English landowner, to provide an 

individual mortgage security of very limited currency, he possesses 

- facilities for converting a mortgage charge into a security realisable 
at any time in the general market. 

The Land Mortgage Credit Associations,—twenty-three in number, 
of which six were founded in the period 1770-1790, and the remainder 
between 1525 and 1596, are associations of borrowers for the purpose 

: of procuring loans by the issue of bonds secured by the collective 
mortgage charges registered against their landed properties. These 
bonds are not secured by -specifie mortgage charges, but by the body 
of mortgage charges of each particular association, supplemented 
by its reserves and the accumulated sinking fund payments of 
mortgagors. They are non-profit-secking organisations, and, except 
in two cases, they possess no share capital, The Prussian Associations 

7 limit. their operations to a single Province, extending them occasionally 

i -over portions of an adjoining Province or Staté; the greas of the 

- noh-Prussian Associations coincide with those of their respective 

States. 
These associations rank as public corporations (in Prussia their 
officials have a status similar to those employed by provincial 

_ authorities); they are subject to State supervision through a Royal 

Commissioner, and their articles of association and regulations require 
the sanction Of the Crown or the Minister of Agriculture. They 
possess certain special privileges, such as the authority to distrain 
without having recourse to the ordinary civil procedure. They are 
~ administered by a Central Board, which includes at least one 
permanent salaried official who has passed the State examination 
qualifying for the office of judge. This Board is subject to the control 

‘of a Committee or Council of Administration, and of a General 

‘ Assembly, both elective bodies. Directors are also elected for the 

a chief divisions of the areas of the Associations and a further 

— ——— secured by the District Committees. 

Eh. Ak idowner becomes a member of an Association when such an 
ee acon, his land ; membership ceases with 
ation of the mortgage, Landowners living within the area 

an Association and — — —** by its 
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them up to the amount for which their estates after valuation furnish 
the security required by the particular regulations. The earliest 
Assowmations admitted to membership only large owners holding under 
specific tenures, but, especially within the last generation, and 
particularly as a result of the great Agrarian Conference of 1894, and 
the subsequent action of the Prussian Government, which urged the 
individual Associations to devote more attention to the needs of the 
smaller proprietors, small landowners have been brought within the 
range of eligibility. That quite small owners may now obtain loans 
is evidenced by the fact that one Association, lending up to half the 
value of estates on first mortgage, fixes the minimum loan at £15, 
some others fixing it at £25; at the end of 1911 one Association had 
loans outstanding upon 28% properties of under 124 acres, another 
granted (in 1911) 34 loans upon properties of less than 24 acres, and 
1,450 loans on properties of over -24 acres, but not exceeding 25 acres. ; 
The maximum limit to the amount to be lent upon estates is fixed by 

most Prussian Associations at # ths or 3 rds of their value as a first 


mortgage gharge, *in the non-Prussian Associations one-half is the, — ss 
usual limit. . 7 
The loans are, as a rule, made not in eash, but in bonds, which the 1 


borrower cither realises independently, or takes to the Loan Bank of— 
his Association (if such a Bank has been established), the latter selling 
them on his behalf*or making him an advance on their security, — 
Intending borrowers may choose the rate of interest to be paid, the _ 
rates most usually open to their choice being 3,34 4 amd 44, per cent. 
Bonds of various denominations are issued; there are bonds of £8 164. 
£5, £7 10s., £10, £15, £20, £25, and up to £150, some Associations 
issuing those of £250, and the Central Association | those up to £500. | 
These bonds, which are not redeemable by holders, have consistently 
maintained a strong position in the market ; thus at the time of the 
Napoleonic wars, when Prussian 4 per cent. stock sank to 20, —— 
land bonds never fell below 50. 

The loans granted by these Associations are not subject to. reall 
the rate of interest is as moderate as possible, being clo — ye 
the — market rates for — — ised, and 
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expenses are kept as low as possible, and are often waived by the 
well-established Associations ; the nicessary contributions towards the 
cost of administration of the Associations are, moreover, relatively 
inconsiderable, as the office holders, apart from the Syndics, usally 
give their services gratuitously, Proper consideration of loan 
* applications is secured by the fact that these organisations are 
— thoroughly conversant with agricultural conditions, and are 
| in position jto appraise the value of estates and the business 
capacity of owners through their local representatives, who 
are themselves agriculturists and members. Through these 
local representatives, who as members are —— interested in 
‘ the Associations arealso the good management of their Assoviation, 
i enabled to secure continuous supervision of the mortgaged secunty 
li without incurring expense. 
. Of the sixteen Mortgage Credit Banks, which have been established 
for the whole of a Sfate, Province, or District within a Provinee, and 
whose liabilities are guaranteed by the public authority of such areas, 
only one, namely, that at Hanover, restricts its mortgage loans to 
| those on rural property. The original purpose of many of these 
institutions was to assist medium and small landowners, by loans on 
la ' reducible mortgages, to redeem burdens or servitudes which still 
attached to the possession of their holdings at the time when the 
emancipatory legislation declared such charges to be commutable. 
They have lost this special character, and have all developed into 
institutions for mortgage and communal credit. The total of their 
outstanding loans amounts to about £100,000,000, of which half has 
been lent on mortgage security. Funds are mainly obtained by the 
issue of bonds, which are recognized as trustee securities, but working 
*? capital is also provided by deposits, payments by borrowers into 
sinking fund | accounts, accumulated funds, and grants or loans from 
the State or other authority concerned. The bonds of these Banks 
= a are, in most cases, redeemable by the banks themselves, (but not by 
_ the holders) by drawings, but as a rule a certain period must elapse 
ee Sere Le eee beens Sale my tioleds them id's drawing. 
i Se the case of 
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repayable in small, fixed annual instalments (with power to make 
ulditional repayments on giving notice of from three to six months). 
Sums as low as £15 are lent by at least six of these Banks ; and one 
Bank grants loans as small as £2 10s. The rates of interest usually 
range at the present time from 384 to 4 per cent.; and there is, in 
midition, an annual charge for cost of administration (usually } to 4 
per cent.). Sinking fand payments are compulsory in most cases, 
and the minimum amounts are variously fixed at 4, 3 or 1 per cent. 
Repayment may be made by the presentation to a Bank of its bonds 
bearing the same rate of interest and the same nominal value as bonds 
issued to the mortgagor in respect of a loan. 

These Mortgage Credit Banks are usually exempted from stamp 
duties and court fees. They have also the advantage of the co-opera- 
tion of the local revenue authorities, or other public officials (¢.g., 
officials of public savings banks). Some banks appoint private 
persons resident in different parts of their areas as their agents, in 
order to be in a position to obtain further information with respect 
to borrowerg. They are thus enabled not only to secure the necessary 
local information and supervision, but can also bring credit facilities 
‘within the convenient reach of farmers throughout their areas. It 
is worthy of notice that these Banks do not hesitate to endeavour to 
attract clients, whether borrowers or depositors, by advertisements in 
daily and other papers. 

There are in Germany 37 Jornt Stock Mortgage Banks (excluding 
the Hessian State Joint Stock Mortgage Bank), which are commercial 
undertakings, constituted, in accordance with the Imperial Mortgage 
- Bank Act of 1599, for the purpose of lending money on mortgage 
security. Instead of being associations of borrowers, like the 
Landschaften, they are associations of lenders, which were largely 
modelled upon the Credit Foneier of France. The last-named was 
founded in 1852; of the 37 German Banks one was established in 


1858, 27 in the period 1862-73, and 8 in the period 1894-96. But, 
unlike the Credtt Foneter, which possesses a monopoly for the whole 







of France, the German Mortgage Banks represent a ¢ 
system, in which any of the Banks tend its bu 
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They fall into two classes—“pure” and “mixed” Mortgage Banks, 

The former, 29 in number, restrict their business to the following : 
' loans on mortgage and issue of mortgage bonds; the acjuisition and 
sale of, and lending on, mortgage security ; the grant of loans tor public 
bodies and to light railway undertakings ; the purchase on commission 
of stocks and shares; the collection of bills and cheques ; — 
business, and the acceptance of deposits at interest. The “ mixe 
banks engage in ordinary banking business, but speculative business 
is prohibited, 

All Joint Stock Mortgage Banks require the special authorisa- 
tion of the State; and are subject to State supervision in every 
branch of their business, each Bank being assigned a Commissioner 
who, before any bond is issued, has to certify that it is duly covered, 
and who, jointly with the Bank, has the custody of all its books, 
documents and cash in hand. 

Only about 6 percent. (£34,000,000) of the total mortgage 
loans outstanding at the end of 1911 were secured by mortgages on 


i 

— rural estates, and in 1909, 91 per cent. of the tctal loans outstanding 
i . on rural mortgages had been granted by one Prussian and seven 
th Bavarian Banks. The Act requires that, in so far as bonds are 
‘3 issue! upon the security of rural mortgages, half of the total amount 
. of this class of loans, which are advanced by any Bank, must be 
L made subject to annual sinking fund payments of at least one-quarter 
per cent. ; the majority of Banks Yequire such payments in respect 


_ * of all their rural loans, and fix the minimum at one-half per cent, 
Rural mortgagors must be accorded the right to repay loans in whole 
: or part before the stipulated period under the sinking fund scheme, 
_ and may only waive such right for a period not exceeding ten years 
a) from the date of loan. Moreover, although the annual payments 
a on account of interest remain unchanged, regardless of the progres- 
sive diminution of the capital debt by payments to sinking fund, 
“, yet the interest falling upon the amounts credited to sinking funds 
ig annually applicable to that fund. No agreement permitting a 
_ Bank to call in a loan is valid. Minimum loans are fixed by some 
* 7 . the Bank showing at present the largest total of rural loans 

fix« on it at £505 and the maximum loans may not exceed three-fifths 
Ls A value on first mortgage, or, with the concurrence 
ihe oie oe Loans must be 
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articles of the Bank expressly permit it, and the borrower gives his 
assent. Inthe latter event specific authorisation must be entered 
in the contract for the borrower to repay in cash or in bonds of the 
Bank, at his discretion. Bonds of various denominations are tesned, 
the minimum nominal value appears to be £5, and the maximum 
£250. In 1909, 58°48 per cent. of the value of the bonds bore 4 
per cent. and 39°65 per cent. 34 per cent.; since that date bonds have 
been issued mainly at 4 per cent. Except in the case of six Bavarian 
Mortgage Banks, these bonds are not recognuized as trustee invest- 
ments, but almost without exception they are accepted as first class 
seourity by the Imperial Bank, Mortgage bonds may not be issued 
to an unlimited extent; pure Mortgage Banks may issue only up to 
15 times the amount of their paid-up capital and reserves, unless 
previous to 1900 a Bank beld the right to issue in excess of that 
multiple, when a maximum multiple of twenty is fixed. Mixed 
; Mortgage Banks are limited to a lower multiple.. Adequate publicity 
is secared by statutory provision, every Mortgage Bank being obliged 
to publish, not later than in February and August of every calendar 
year, in the Official Gazette and in the news-papers selected for its 
regular advertisements, detailed statements showiug its position. 
German Savings Banks are mortgage credit institutions of very 
great importance for farmers; in 1910 their total investments in 
rural mortgages may be estimated at £170,000,000. At that date 
: Prussian Savings Banks alone, out of the total of their invested 
funds, which amounted to £579,000,000, had £115,000,000 outstand- 3— 
ing on the security of rural property. They are pre-eminently, ’ 
especially in Western Germany, the sources of mortgage eredit for ; 
small and medium farmers, whom they accommodated also at a time 
| ⸗ when no other mortgage institutions were open to them; and they 
a now provide, in effect, nearly every district with a public mortgage — 2 
i credit institution. us 
There are no Post-Office savings banks in Germany. The great — 
majority of public savings banks are institutions established, managed 
snes and goat ty the comma iit, or — 
At the end of 1910, there were 2,814 pubic savings bank in dermany — 
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1900 the corresponding figures were £257,000,000 and e442 00 O10), 
It may be noted in passing that the deposits of English savings banks, 
Post Office and other, did not amount in 1909 to 30 per cent. of the 
German total. While German public savings banks do not u⸗nally 
accept deposits of less than one shilling, the maximam deposits 
receivable in respect of any one account often reach a very high 
figure. In Prussia in 1909 there were 395 out of 1,506 public AAving⸗ 
banks which fixed no limit, and for 201 hanks the limit ranged from 
£500 to £2,500. As a result, these banks tend to be ased as deposit 
banks by the well-to~lo classes. Their attractiveness consista not 
’ only in the security afforded, but in the relatively high rate of interest 
(iq paid. Being institutions independent of a central authority they are 
" not obliged to accord a rate of interest fixed for all savings hanks, 
bat can fix and vary their rates aceording to the local circumstances. 
Thus some find it necessary and profitable to pay 3} or 4 per cent, 
while others obtain ample deposits at 3 and 34 percent. The magni- 
\ ? tude of German savings bank deposits is also to be explained on 
‘ other grounds. Although private banks, both ‘large and small, are 
* very numerous in Germany, great joint stock deposit banks have not 
tome as yet attained the same development as in the United Kingdom, 
wa where, at the end of 1910, the number of branch banks amounted 
_ to 7,151, whereas the total of branches, agencies and deposit offices of 
o large banks in Germany in 1911 amounted to about 1,200. Invest- 
| ment by small capitalists in the shares of joint stock and limited 
‘ liability companies being less easy owing to the fact that shares of 
' oe the former may not be less than £50, or of the latter £25, their money 
is deflected to savings banks. Private insurance, so common as a 
form of investment of savings in England, does not appear to have 
J developed to the same extent in Germany. 
_ The spread of communal and district banks, whieh serve more 
1 artic icular the rural population, has been promote! by the Central 
















A rities; especially those responsible for agricultural matters, 
— constantly urged these banks to adapt their conditions 
of loan to suit the farming class. The special advantage of these 
banks is that they provide farmers with a = mCreEns? credit 
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might be out of proportion to the amount of loan. The cost 
of supervision is also saved. For the small farmer the procedure 
proves far simpler than when bonds have to be obtained and marketed, 
and other formalities satisfied as in the case of the Landachaften, 
Their disadvantages consist in a higher rate of interest, hability to a 
rise in the rate or to the recall of the loan, and the limited facilities 
for reducible mortgages. As to the rate of interest: in 1909 the 
predominant rate of interest payable on the bonds of the Lundscha/ten 
was 4 per eent., and on those of the State and Provincial Mortgage 
Credit Banks 34 and 4 per cent., and on those of the Joint Stock 
Mortgage Banks 4 and 34, whereas in the same year 35°5 per cent., 
of the mortgage loans made by the savings banks were at 4 per cent., 
amd 55°09 per cent, at over 4 but not exceeding 5 per cent, Loans 
are liable to be recallel owing to the circumstance that savings banks 
must be in a position to realise their assets if necessary at short notice ; 
and they reserve the right to raise the rate of interest in onder not to 
be losers in the event of an increase in the rates paid for deposits 
rendering unyemunerative a former rate fixed at a time when the 
deporit rate was lower, With respect to reducible mortgages there 
oceurs the same difficulty of lending money for a longer period than 
that for which the lender has received it, but in recent years 
there has been a considerable increase in the volume of rural mortgage 
loans granted subject to sinking fund payments. In 1909 nearly 
25 per cent. of the outstanding rural mortgage loans granted by 
Prussian savings banks were granted on these conditions, 

Most savings banks restrict their Mortgage investments to 


property situate in their own or neighbouring districts, or lend less 
upon a property not within such limits; and a Prussian Ministerial 


Order enjoined that the lending of money on mortgage security 
outside the area of the bank should only be admissible when a fixed 
period of redemption is stipulated, and when such mortgages do not 
exeeed the fourth part of its total mortgage investments, Under 
present circumstances, the greater part of the money collected within 
the particular areas is thus devoted to investment within the same 
areas. Savings banks usually fix the limit of meets * at from 
one-half up to two-thirds of the ascertained value of ‘proper 
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situated within their district, provided that at least one-half per cent. 
of the capital is to be repaid anonally ; in special circumstances this 
sinking fund payment may be waived for a period of two years. 
In most Prussian Provinces there are Land Improvement Funds 
or Land Improvement Annuity Banks, which form in faet branches 
of the provincial administration. They were founded as a result of 
the demand by agricultural organisations for the provision of credit 
for land improvement which should be adequate in amount, not 
subject to recall, amortixable, and bearing moderate interest. In 
Saxony, Bavaria, Hesse, and Oldenburg, Land Improvement Annuity 
Banks also exist. But these institutions have not developed any 
; great volume of business, nor have loans been usually made to indivi- 

duals, except in Prossia, where, down to the end of 1908, £250,000 
pe out of £565,000 lent had been granted to large lInndowners holding 
tS . under family or other special settlements, and an additional £20,000 
—9 to other landowners within the same period. In Bavaria and Saxony 
i where these Banks show greater activity, the great bulk of the loans 
if have gone to communal authorities for water supply and for local 
schemes of drainage and road construction. The Bavarian Legislature 
has recently (1908) extended the scope of the Bavarian Bank to the 
loan of money for promoting the production and supply of electric 
light and power, especially in country districts, as well as the erection 
of dwellings for rural and other work-people and the settlement on 
the land of agricultural labourers; and at the same time the limit 
of value of bonds (for which the State is wuarantor) in circulation was 
raised from £1,500,000 to £2,500,000, 

‘The Prussian Provincial Aid Banks grant credit mainly to bodies 
j of ~» public or semi-public character—to communes, unions of 
= ry jcommunes (Areise), school and ecclesiastical organisations, and 

60 ive sociotics, especially those for land improvement. In 
ty vo or three provinces, however, loans on mortgage security are 

| * e rather extensively to individual owners. Like the Prussian 

| and ‘Improvement I Banks. they are conducted as a department of 
ag ndler a Prussian Act of 1850 seven Ren! Charge Banks were 
bp snd fo sorte — — —— and authorised to issue 
wne} of charges and servitudes due to 
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of interest and sinking fund payments. The special duties thus 
assigned to them appear to have lapsed with the redemption of the 
liabilities involved, and the Banks were suspended in 1881. Ten 
years later they were re-established for the especial purposes of 
the new policy of settling small and medium holders on the land. 
Their present functions are :—(1) to issue bonds on certain condi- 
tions to vendors upon the sale of their property for conversion into 
small holdings up to three-quarters of the selling price, and to 
collect the annuities due thereon ; (2) to make advances in connexion 

: with the creation of small holdings (for paying off charges, erecting 
dwellings and farm buildings, &e.); and (3) under certain conditions 
to settle by cash payments with co-heirs to properties coming under 
the Small Holdings Acts. 

These Banks are, in effect, the financial departments of the State 
organisations, known as the General Commissions, in connexion with : 
the creation of small holdings. The Small Holdings Acts, by virtue 
of which State credit (that is, through these Banks) is granted, allow 
any person or body to undertake the division and settlement of a 

property, but require, before State credit is granted, that plans for 
division, equipment, settlement, &e., must be approved by the General 
Commission having jurisdiction, It should be observed, however, 
that these Banks, which from 1891 to 1909 had issued bonds of the 
total value of £5,600,000 in respect of small holdings, do not represent 
the entire extent of State action in Prussia as regards land division 
and settlement. In the Provinces of West Prussia and Posen, 
where these Banks do not operate, the Settlement Commission—a 
State organisation with some 600 officials which was created in 1856 
and has been amply endowed with fonds—stated at £30 ,000,000 down 

| to 1911—purchases, divides, and distributes estates, and undertakes 
ae all the necessary financial transactions connected therewith. | 
Finally, under the Imperial Invalidity Insurance Act there exist 
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in loans for agricultural purposes. Under the latter heading : 
are included loans for light railways in rural districts, for land 
improvement, and for the improvement and construction of roads. 
Loans are usually made to or through non- profit-seeking co-operative 
societies, employers, or to communes; seldom to individuals. 
Mortgage security is generally required, loans are subject to recall 
. at three or six months’ notice, and sinking fund payments are 
obligatory, while facilities for addditional repayments of debt 
| appeared to be allowed. The predominant rates of interest pow 
mrt - charged range from 3 to 34 per cent. 
u Insurance Companies have invested nearly three-quarters of their 
. funds in mortgages, but only an insignificant proportion in rural 
E mortgages ; in 1907 only 790 loans of the total value of £2 ,435,000 
shi were outstanding on rural mortgages, as against £162,710,000 on 
"a urban mortgages. Even this small total of transanctions is decreasing, 
Such companies are legally permitted to make loans up to three-fifths 
‘ or two-thirds of the valuation, but special rules prescribe that they 
j must not, as a rule, lend over £10,000, and in the ease of loans of 
over £5,000, special valuations must be made. 

From the foregoing summary of the organisation of German 
mortgage credit it will be seen that German landowners, both 
large and small, are amply provided with credit agencies which, 
. mainly of a public character and non-profit-seeking, grant loans 
. up to one-half or two-thirds of the valuation on first’ mortgage 
at moderate and unchangeable rates of interest, vot subject to 
— recall, and repayable by small annual instalments to sinking 
funds, with facilities to make additional repayments on giving 
short notice. The Joint Stock Mortgage Banks form an exception 
rin respect of profit-seecking, but the Mortgage Bank Act secures 
— important advantages for landowners; and the savings 
s although in theory they are debarred from granting loans 
not s yject to recall, do in fact lend a considerable amount against 
E ble mortgages (which are not subject to recall) and, as regards 

@ balance, are seldom forced to exercise their right of recall. 
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Loan Banks), are able to apply substantial sums to the relief of the 
tmdebtedness of their members, 

The organisation of German mortgage credit presents the farther 
important feature of decentralisation. The savings banks provide 
nearly every district with a public mortgage credit institution ; and 
the special organisation or organisations for mortgage credit in each 
Prussian province, or in each State, bring their services within the 
conventent reach of farmers throughout their areas by their system of 
local representatives. 

Except in the case of the saving banks, capital is mainly obtained 
by the issue and sale of land mortgage bonds, for whose interest and 
capital the particular institution undertakes the responsibility. The 
Landschaften alone appear to leave to the borrower the realisation 
of these bonds, facilitating this, however, through their loan banks ; 
the other institutions pay the borrower in cash at a rate slightly below 
the current market rate, realising the bonds on their own account at 
the same time or at some suitable future date. ‘The borrower has 
usually to pgy from” | to 4 per cent, as commission for this service. 
Loans by the issue of bonds are advantageous as not being subject to 
recall or to an increase in the rate of interest on the part of the lender, 
and as allowing the borrower to repay his debt by the purchase and 
presentation of bonds of the same class and issued by the same 
institution when such bonds are low in price. ‘Their principal 
disadvantage consists in the possible depreciation in value at the time 
of loan, although the borrower is liable to pay interest on and to 
redeem the loan at the amount of the nominal value of the bonds (or 
must purchase and present such bonds when higher prices 
prevail). 

The organisation of institutional mortgage credit in Germany 
has been immensely facilitated by the complete system of registration — 
of title in that country. The uniform system, based on the Prussian 
medel and introduced for the Empire in 1900, provides for obligatory 
registration of title, prority of each —— —— in the order 
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mortgages are moderate. The registration of a mortgage charge for 

£500 in Prussia costs £2, and its cancellation half that amount, 
including in each case the notarial and court fees. Compulsory 
. registration of title as it exists in Germany, Austria-Hungary, and 
Russia, or at least compulsory registration of deeds (as in France, 
Belgium, Holland, North America, and elsewhere), appears an 
indispensable pre-requisite for the foundation of a system under which 
landowners may obtain mortgage credit on suitable terms by the 
creation of land bonds which would take their place as first-class 
securities in the open market. In Ireland registration of deeds has 


pe been in force since the eighteenth century, and by reason of the 
‘i 4 transactions under the Land Acts, registration of title has taken place 
ji * with regard to a great portion of the country ; in Scotland there is 
Vile registration of deeds ; but in England the system of registration of 
fe deeds appears to be in operation only for Middlesex and Yorkshire, and 


of registration of title only for London. 





















. PERSONAL (SHORT-TERM) CREDIT. 


eo, Under this heading is considered credit based mainly on the 
: security of the general standing of the borrower, or of the borrower 
and his surety, as well as on an implicit estimate of his or their 
r assets in the event of ultimate default, as distinct from credit based 
on the definitely assigned security of real property. The former 
credit tends to have the further distinction of being sought and 
granted for relatively short terms. 
For the provision of this form of credit in adequate amount and 
B, pant suitable conditions as to interest and repayment, farmers, especially 
dium and small farmers, require a different credit organisation from 
at whic thas been evolved for merchants and manufacturers ; and 
tai rather obvious reasons, The outstanding feature of the 
Itural industry is the length of period of production. Within 
“te nanuta r can hasten at will the process of production, 
— or the trader can restock his store several 
in the year ; for the farmer the time of beginning and the 
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amd lack the effectiveness of the machine in industry. In certain 
important branches of agriculture the period of production may 
extend over several years : thus a foal requires three or four years, 
and a calf two or three years before becoming utilisable or marketable. 
And the returns of agricultural production are more uncertain than 
those of commerce and industry owing to accidents of harvest, risk of 
disease, perishability of produce, and other canses. Another 
peculanty— making due allowance for depressions and for numerous 
seasonal trades outside agriculture—is the irregularity of monetary 
returns from year to year or their tendency to fall in certain months 
or periods m each year, Unless his farming is mixed the farmer 
obtaims his main receipts in autumn, when he sells his crops. Under 
these circumstances a banking system which aims at a rapid 
turnover of funds and grants credits of three and four months, with 
one or two renewals for like periods, is of very little advantage. 

Urban bankers, being naturally more conversant with commercial 
or industrial undertakings, are less capable of judging the standing 
ofa farmer and his business capacity. Credit implies confidence 
and facility of supervision ; buat the banker is unacquainted with 
farming, and farms are comparatively isolated unite, usually more 
or less remote from the banking office. Ordinary commervial tests 
are not often applicable, especially where smaller farmers, whose 
book-keeping is apt to be very incomplete and unmethodical, are 
concerned. The same difficulty presents itself as to any proposed 
sureties, who are also likely to be farmers. Other banking security is 
often out of the question; and the procuring and bringing of 
sureties to the bank involves great possible loss of time and expense, 


The world in which the banker or bank manager moves is not that 


of the farmer, so that personal knowledge is infrequent. The whole 
situation is rendered even more unfavourable by the supplanting of 
small country bankers by branches of great banks, which are directed 
on fixed lines from headquarters, and whose managers are frequently 


changed. Commercial banks cannot, moreover, be brought nearer 
then snail towne seven beens oe oie ae 
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result farmers cannot obtain from banks, organised mainly to serve 
industry and commerce, credit in suitable amount, at reasonable 
interest, and on the seourity which they ean usually provide. 

Yet, while commercial banks have become less satisfactory from 
the standpoint of the farmer, his need for working capital has greatly 
increased, More scientific and intensive farming, made necessary by 
competition which has been facilitated by improved and cheapened 
transport, refrigeratory processes, and other causes, requires more 
capital expenditure on labour, fertilisers, feeding-stoffs, and 
machinery ; payment in kind is being gradually entirely superseded 
by payment in currency, while money wages are higher; and other 
expenditure, including cash payments to the State and other public 
authorities, has incrensed. 

German farmers have advanced very far towards the solution of 
: the problem of obtaining adequate credit at moderate mtes of 
: interest and on convenient terms of repayment by means of the 
: 17,000 local co-operative banks established and conducted by them- 
ak selves, such banks being further organised in ‘central co-operative 
| banks. The membership of 14,993 local banks existing on January 1, 
* 1910, totalled 1,447,766 persons, a figure which represented one- 
sixth of the agriculturally occupied population of Germany in 1907 ; the 
total turnover in 1910 of 14,729 societies amounted to £ 261,605,000, 
and, at the end of that year, the loans outstanding for fixed 
periods, together with overdrafts, to £ 93,054,000, while at the same 
date the savings deposits totalled £ 92,429,000, and the deposits on 
current account £10,865,000. At the end of I1911 there were 
affiliate] to 37 central banks (omitting the Prussian State Co- 
operative Bank) 17,0665 societies of all kinds, of which 14,508 were 
__ Credit societies ; and the total turnover of these central banks in that 
* rear amounted to £410,391,000. 

— Different German co-operators employed the same phrase in 
A — to the writer the reason for the growth of rural credit 
societies: “they are the children of necessity (die Kinder der Not)". 
“Tndividen! call farmers most, in tht, rope themscie together 
i nore or lens stable bonds in order to be able to present to lenders 
| snd dep wositors a security which the Intter can accept as a guarantee 
that their moni ney y will — — and without. the 
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their trustworthiness and can judge their business capacity, while 
supervision is automatically brought into play within their restricted 
areas of operation, In ordinary commercial banking facilities it is 
probable that German farmers of the present day are better off than 
British farmers. As in England the great German Joint-Stock 
Banks tend to become greater, and their branches or agencies more 
numerous, but banks working only in one locality, one district, or 
one province are far more numerous in Germany, There are over 
200 small joint-stock banks, besules the urban co-operative banks, 
about 1,200 in number, and private bankers are estimated by leading 
writers on German banking to number from 4,000 to 6,000. In 
nearly every country town in Germany may still be found one or 
more substantial banking firms ; and from these, if only by reason 
of proximity, freedom of action of managers, relatively good 
knowledge of agricultural matters and persons (as being often 
established in country district centres) and of competition among 
themselves, it might have been expected that farmers could have 
obtained credit on suitable terms. 

Despite this multitude of Raiffeisen banks, their large membership 
and business, Pnoresson Riessen, the most eminent authority on 
German commercial and industrial banking, writing in 1012, 
observed that much still remained to be done and must be done in 
this direction, as “agriculture requires a credit system adapted to the 
special nature of the conditions of its production.” And a 








PROVISION OF BORNOWING FACILITIES. 304 


burgomaster to Heddesdorf, near Neuwied on the Rhine, he 
founded a third benevolent society with various objects, but 
— — for the procuring of cattle for, and the granting of credit 

to, poorer farmers. This society, which gradually became merely 

a loan society, was composed of well-to-do inhabitants living 
in or near the village of Heddesdorf, who lent to less 
fortunate inhabitants of the area, obtaining capital on the socurity 
of their collective unlimited liability. The assisted persons had 
nothing to do with the society, whose members acted as guaranteeing 
intermediaries between the capitalist and themselves. The first 
association founded by Ratereisen in which the fundamental co- 
operative idea of the collective liability of the borrowers themselves 


Mi appears, was that of Anhausen (1562). There were already in 
— existence co-operative societies with unlimited collective liability, 


which had been created by Scuvurze of Delitzsch, a small town in the 
Province of Saxony, for the purpose of procuring credit for their mem- 
bers, who were mainly artisans, small employers of labour, and «mall 
shopkeepers. But Rasrreisen had in view the oveds of tgriculturists, 
At the present time the majority of Raiffeisen banks in Germany 
may be said to present the following features :— 
Limitation of area, so as to secure mutual personal knowledge 
on the part of members ; 
i) Low shares ; 
ee Permanent indivisible reserve fund ; 
J Unlimited liability of the members ; 
Loans only for productive or provident purposes ; 
Loans only to members ; 
Credit for relatively long periods with facilities for repayment 
. by instalments ; 
—— The letermination every year by the members of each society 
airy — ee credit that may be held by individual 
Yh eal — time as well as of the maximum total 
of s eposits receivable and of loans that may be 
taken up by the society : 
of pr 7 dividends - if paid being usually 
aximum, to the rate of interest paid by 
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Promotion of the moral as well as the material advancement 
of members, and in particular the purchase of agricul- 
tural requisites for sale to members and often the 
procuring of agricultural machines and implements for 
letting on hire to members. 

Compared with the ordinary urban credit societies of the Sehulze- 
Delitzsch type, which were originally organised for the special purpose 
of furnishing credit to small traders, employers and artisans in 
towns, many important differences appear. The areas of the banks 
of the latter kind are not narrowly limited, shares are high, being 
rarcly less than £15, and sometimes reaching £75 and £100; there 
is no indivisible reserve; loans are usually made only for terms of 
three months, when they are subject to renewal, and are repayable 
in a lump sum, dividends, sometimes very bigh dividends, are paid; 
regular banking offiees are maintained with at least two permanent 
paid officials, who form the committee of management, while the 
members of the boarnl of supervision receive remuneration; the 
banks confine.themselves to pure banking business; and their offices 
are usually in towns. At the beginning of 1912, ont of a total 
membership of 641,429 members in 1,002 credit societies, 20°61 
per cent, were returned as “independent farmers, gardeners, foresters, 
and fishermen.” In certain districts farmers are attached in large 
numbers to these societies, which had spread, notably in the smaller 
towns of the eastern provinces of Prussia, before the Raiffeisen 
movement was introduced in those parts. Thus for 85 Schulze- 
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especially true of a large proportion of the women members returned 
as belonging to this group and who numbered 14,205 out of a total 
of 170,473, ov 777 per cent,, in 1911. 

Asit is a principle of the Schulze-Delitzech system that the 
area chosen should be of a kind to allow of the development of a 
regular banking business capable of supporting a salaried staff of at 
least two persons and of yielding substantial dividends on shares, these 
societies are established in towns or must cover fairly wide areas. 
The feasittility of the minute supervision of their credits is thus 
diminished and their usefulness to smaller farmers seriously impaired. 
Their large membership renders impossible personal relations between 
members : in 1911 the average membership was 623, and there were 
societies with 11,650 members, 5,957 members, and several with from 
2,000 to 5,000, Their business attains sometimes immeuse proportions : 
come banks visited by the writer showed annual turnovers of 
£21,000,000, £10,700,000, £6,700,000,and £3,600,000. Their credit 
is dearer and for shorter periods than that granted by the Raiffeisen 
banks. They represent in a large measure commercial, ,profit-seeking 
undertakings, being rather companies of lenders having as their 
primary object the earning of dividends rather than the provision 
of cheap credit. Many have developed into ordinary commercial 
banks, others have been absorbed or converted into branches of large 
joimt-stock banks. The smaller societies tend, however, by reason 
of their bemg localised institutions with organs of administration 
composed of many persons representative of the various producing 
classes of members, to be in a better position than proprietary or 
joint-stock banks to judge the character and standing of such persons, 





a and thus aid small men unable to furnish ordinary banking security. 
* u⸗ general unsuitability of this type of society for German farmers 
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supply such credit mainly on personal security and for productive 
or prevident purposes. Loans are also frequently granted for part 
or full payment for holdings in those parts of Germany where small 
holdings predominate ; and a certain number of credit societies have 
carried out, with good results, the purchase and prearing up of 
fairly large properties. 

German rural societies, nearly all of which bear the double title 
of Savings and Loan Banks, derive the greatest part of their working 

capital, in fact, over 90 per cent., from the deposits of members and 

of non-members resident withif their own areas. Among the advan- 
tages they offer to the rural population as savings banks are almost 
absolute security, attractive interest, and proximity, The security 
of depositors’ money is safeguarded in ordinary circumstances by the 
fact that the rural society confines its business to a small area and to 
simple, well-seeured transactions; by the regular examination of the 
state of its business by the board of supervision (whose members bear 
a special responsibility under the Act); by the general knowledge 
of the affairs of the sogiety being common to the bulk of the members; 
by regular outvide audits; and if all these should fail, through the 
joint and several liability incurred by members. This liability is 
unlimited in the ease of 92 per cent. of the societies. The legal 
provision that the total amount of the savings deposits that may be 
accepted, and of the loans that may be contracted by a society, 
as well as the provision that the limits of the advances that may be 
made to individual members, must be annually fixed by the general 
meeting of members, prevent the extension of business beyond the 
collective solvency of the members comprising the society. The 
history of German rural credit societies has demonstrated the excel- : 
lence of the security offered ; itis affirmed that depositors have never pe 
suffered loss, Aud in the sixteen years 1895 to 1910 only 19 rural — 
credit societies were involved in bankruptey proceedings : a striking: 
record when it is considered that since 1901 there have been over 
10,000 societics and since 1909 over 15,000 societies of this kind #, 
in Germany. Compared with other banking and credit unde takings — 
—one German writer has computed the frequency of bank: 
per 10,000 undertakings over the period 1895-1905 as be en J 
times more frequent with them than with the credit societies, 

These societies pay from 3to 4 per cent.—at eae 8: per cent, 
ppear t Pay 3h per cont, snd over-—om, osits; and they endeavour 
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to obtain deposits not only from members, but from non-members of 
every age and class. Savings boxes are distributed, savings stampe 
and savings cards of various values are sold, and every suitable means 
taken to collect the uninvested money of the community. As a 
result of their success in this respect the savings of rural communities 
are utilised for the purpose of further wealth production in the same 
area. 
Local socicties are able to grant loans to their members at from 
4 to 5 per cent.; rates not exceeding 44 per cent. predominate except 
in the eastern provinces of Prussia, where the population being 
thinner, and less prosperous, deposits are less abundant, and higher 
interest has to be paid on them, while the credit of the central banks 
has to be more frequently invoked. The central banks lend money 
to credit societies at rates which vary according to market conditions ; 
* but the normal rates of interest for advances within the ordinary 
lat credit, as allotted periodically to each society range from 4{ to 5 per 
— cent. A small commission of J or 3; per cent. is also usually 
ay charged yearly or half-yearly on the amount of credit taken up. 
‘ The local societies generally levy a single commission “of +, to 4 
ss per cent. (most usually ) on the majority of loans; on advances 
for property purchase or settlement with co-heirs a higher commission 
is usual. The cheapness of the credit appears more striking when it 
is recollected that ordinary commercial credit in Germany i dearer 
than in England. 
| Loans are secured for the most part on personal bonds backed by 
Al sureties, but mortgage security is not uncommon in certain districts. 
J The committee usually asks the purpose of the loan, and usually enters 
this in the minutes of the transaction. Many of the more developed 
societies do not ask the question, being only concerned with the 
standing: of the borrower and of his sureties. Although rural socie- 
+, ties: are developing their Joan business on current account, the 
_ majority of loans are still granted for definite periods; at the end 
of 1010 loans ‘outstanding on current accounts granted by 52 per 
— cent of all rural credit societies amounted i in value to about 25 per 
cent. tota Current account loans 


























* e * see ise ad: iat: haan —— not become, in fact, 


ie ie with —— in Silesia and Brandenburg.. 











398 rROVISION OF BORROWING PACILITIES. 


standing loans. Most societies mesist that there shall be a real 
movement in these accounts by requiring a certain percentage at least 
of the overdrafts to be repaid into the account within each half-year 
or year; otherwise they eall in the whole amount at once, or reduce 
the ercdit, or raise the interest. 

As to the loans for definite periods, such periods are determined as 
far as possible in accordance with the desire and position of borrowers ; 
they are granted usually for at least a year, when they are generally 
renewed on application ; they may ron for two, three, four, or five 
years, but those for longer perimds are far from rare, Societies reserve 
the right to recall loans on notice of from one to three months. Easy 
terms of repayment are a marked feature of Raiffeisen societies. 
When arranging for loans borrowers submit to the committee the 
length of time for which they require accommodation, and their 
proposed method of repayment; and they are usually allowed to repay 
in instalments of equal amounts spread over a period of years. It is 
a not unusual plan to fix the instalments according to the number of 
years for which the lean is granted; thus where a loan is granted for 
two, four or five years there is due cach year from the borrower fifty, 
twenty-five, and twenty per cent. of the loan respectively, Borrowers 
are always allowed to make additional repayments on giving notice— 
usually one to three months’ notice is required—to the society of such 
intention. Repayments of loans appear to be maintained in satisfac. 
tory relationship to f resh loans: in 1909 and 1910 the societies in the 
Imperial Federation (to which over 50 per cent. of all rural credit 
societies are affiliated) granted fresh loans of the valae of £15,075,000 
and £16,910,0Q0 respectively , while the repayments on outstanding 
loans amounted respectively to £9,270,000 and £10,990,000. In the 
same yearsthe amount paid in by members on current accounts 
amounted to £29,875,000 and £33,515,000, while the amounts paid 
out to members on the same accouats amounted to £30,653,000 and- 
£34,150,000 respectively. 7 
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might be advantageously transacted by non-profit-«eking orgraniea- 
tions which at once understood and took account of the special financial 
structure of co-opermtive societies and of the conditions of their 
business. At the present time over 90 per cent, of the rural eredit 
societies are shareholders or members of co-operative central banks, of 
which there are nearly fifty Gineluding as separate banks the twelve 
branches of the Raiffeisen Central Loan Bank) in Germany. 

These central banks are organised according to provinces or States. 
The German Agricultural Central Loan Bank, founded by Ratrretses 
in 1876, extends ils operations over the whole of Germany, but it has 
decentralised its business by the ervationof 12 branches, whieh limit 
their operations to fixed areas co-extensive with a province, part of a 
provinee, or adjoining provinces, a State or congeries of small States, 
and which form in fact provincial banks. The other central banks in 
Prussia are attached to the Prussian State Central Co-operative Bank, 
which occupies in regard to them in some respects the same position 


—— as the Raiffeisen Bank occupies in regard to its branches. The scheme 
. of organisation for Prussian societies is, therefore’: (1) Ipcal societies 
i< balancing as faras possible monetary supply and demand among their 


members; (2) provincial banks adjusting similarly the needs of their 
constituent local societies; and (3) larger organisations at Berlin 
(namely, the State Bank and the Raiffeisen Central Loan Bank) 
balancing supply and demand among the central banks, obtaining 
necessary credit, and making necessary investments ou the money 
market, for them. 

Outside Prussia no State Central Co-operative Bank has been 
established, but in all the larger States the central banks are in 
receipt of State advances or credit to assist them when the monetary 
Ta ids of the local societies are in excess of the deposits of the latter 
an * en of other available capital. 

4 Commercial Banks urge that the granting of loans for the long 
periods required by agriculturists would not be advisable, as their 
* (3 —* tal would be unduly tied up. Such banks naturally wish to : 
‘ — the frequent turnover of their capital; they often. 
te on small margins; and the bulk of their customers, who are 
‘a manufacturers, do not as a rule leave money for long 
deposit with them. Rural co-operative societies are not J 
— —— weulative undertakings ; and German rural societies i A 
er the — on whieh they mainly depend, namely, 
—— wi ee? . * Pe 
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savings deposits of members and non-members, tends to remain with 
them for long pariods. Should a sudden call come, which they are 
unable to meet out of their immediate resources, their solvency is 
practically assured through their central bank; in the Inst resort only 
would they be obliged to exereise the right, which they reserve, to enll 
in loans. 

No English agricultural credit socicty established under the 
Friendly Societies Act—the small number existing have all been 
established under this Act—may grant on loan to any member, to be 
held at any one time, & total exceeding £50, German registered credit 
societies are only restricted to the extent that every society must fix, 
for each year by resolution of a general meeting of members, the 
maximum of the total advances that individuals may hold at any one 
time. Some societies fix this maximum at a very high figure— 
occasionally up to £5,000 and more; a large number of societies do 
not allow the committee alone to grant the maximum thus authorised, 
but require the additional assent of the board of supervision, and often 
fix a lower frrure for the committee alone. The advantage of this 
facility is that societies are enabled to adapt their credit business to 
the needs of their members and to the state of development of their 
own resources. The actual amount of eredit extended to individuals is, 
of course, dependent on the standing, character, and other security 
furnished by each applicant and the bulk of the loans granted by 
rural societies are for sums not exceeding £50. Taking as fairly 
representative of German rural credit societies the 4,000 societies now 
attached to the Federation founded by Ratrrersen, itis found that, 
in the years 1908, 1909 and 1910, about 45 per cent. of their 
loans outstanding, which totalled 360,000 to 376,000 (1910), 
were for sums up to £15, further 16 per cent. for sums over 
£15 up to £25, and a further 17 per cent. for sums over £26 up to 
£50. Ten per cent. of the total were for sums over £100, 


— giderable reluctance to letting neighbours k 
credit, they are not likely to borrow from a 
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are wont to be established, not in remote streets but hard by the 
market places. Further, a countryside is a small world where every 
farmer knows his fellow-farmer’s position or can deduce it from 
external evidence, In the ordinary German village bank the grant- 
ing of a small loun does not imply meeting the whole committee; 
4 application is usually made to the secretary, and the transaction 
usually carried through without any further formalities. Absolute 
secrecy is imposed upon the secretary and other office-holders, and, 
given the small area, such seereey is more easily enforced. In Germany 
it is rather the difficulty of the sureties whieh holds chief place; 
many societies with limited liability now assign to members an open 
credit up to three-fourths of their liability without further security. 
And, as regards the whole matter of borrowing, it is one of the aims 
of a rural credit society to bring home to members that farmers, 
like other producers, require to have credit at their command, and that 
it is no blot on their business reputation to be borrowers, 

As regards the co-operative credit movement in England, the 
a view appears to be not uncommonly held that ‘the predominance of 
— tenancy, instead of ownership, is a chief obstacle to its development ; 
p that the collective liability of a society composed of persons who 
2% are mostly tenant farmers cannot offer adequate security to depositors 
or other suppliers of working capital, and that the security offered by 

the individual borrowing tenant to his society is necessarily weaker. 
The decisive importance of ownership in this connexion may 
fairly be contested. To take the matter of the society. All members 
are liable to their society either up to a certain fixed amount under 
limited liability or up to the full extent of their assests under un- 
limited liability. In the ordinary course the committee and board 
of supervision of a society will draw up and periodically revise an 
estimate of the means of each member, based on the valuation of 
each member's holding, on the rent paid, possibly on the income tax 
assessment voluntarily furnished to them, on the stock held, or on 
other supplementary tests of well-being; and in this way the 
— asim security offered by their members is ascertained. In 
‘russian, it may be noticed, this valuation, which is undertaken at 

- regul — (and duly rectified, if necessary, in the intervals), is 
RY 1 to the local surveyor of taxes, who is authorised to correct, 
it. r ee r 7, the sum total but not the individual valuations placed 
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naturally not be taken as representing the ordinary security of the 
society for the purpose of credit; it suffices that a small percentage 
be taken. The Prussian State co-operative Bank lends up to a 
maximum of 10 per cent. of the assests of members as returned and 
checked by the local surveyors of taxes in the case of societies of 
unlimited liability, while it grants societies with limited liability an 
ordinary maximum eredit of 75 per cent. of the collective liability 
of their members. The Raiffeisen Central Loan Bank grants to its 
societies (all with unlimited liability) in Prussia a normal eredit of 
10 per cent. of their assests, and to those outside Prussia, where the 
returns are not usually checked by the surveyors of taxes, a vormal 
eredit of 5 per cent, The Saxon and Pomeranian Central Co-operative 
Banks fix the maximum credit at 75 per cent. of the collective 
hability of each of the affiliated societies; the latter have adopted a 
liability limited to £10 or £12 10s, per share held, and their members, 
speaking generally, are obliged to take up one additional share for 
every £100 of assessed value over the first £300, so that the maximum 
credit rests «on the security of, roughly, the tenth part of the tax- 
able property of members, It does not appear that any appreciable 
risk would be involved in giving to a secicty a maximum credit of 
five per cent. of the collective worth of ite members as returned on 
the combined authority of the committee and board of supervision, 
Societies will naturally require a period of notice before resignation 
of membership may take effect—the German Act fixes the minimum , 
period at three months and the maximum at two years; members, : 
though tenants, will not all be simultaneously desirous of resigning ; 
their leases do not all expire at the same time; and they will not : 
be all in debt with their society or all generally insolvent. 
Or another basis might be adopted. When Prussian societies do - 
—* not furnish a detailed statemant of the assests of members, the 
| Prussian State Bank allots to each such society a maximum credit 
of from £5 to £15, at its discretion, per head for cach member; = | 
and a Sonth German Bank, in estimating the credits allotable to the 
a. rural credit societies in business relations with it, assesses | value 
As of cach socicty, —— ina? 
—— | ty 


at the rate of £10 per member. The Prussian 

confine its cule to rural societies : pice hyena cri 
itt ee es ‘rural sovicties, even thowe — 
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than do those urban societies of small tradesmen and artisans to 
whom the Prussian Bank finds it safe to lend money when organised 
in a registered co-operative society. 

As to the nature of the security obtainable by the society from 
tenant borrowers, it may be recalled that the aim of a co-operative 
society is to furnish supplementary working capital on personal 
security, that is, upon the security of the general standing of the 
borrower and of his business reputation, supported, if necessary, hy 
sureties, the ultimate security implicitly involved being the realicable 
value of the assests of the borrower or of those of both borrower 
and sureties, In Germany this ultimate security consists mainly 
in property, and in so far members are able to provide a better 
underlying security, But tenants have leases, and cannot leave 
at a moment’s notice; they possess personal property, stock, 
i machines ; their business capacity and character is known in their 
| neighbourhood ; and it is always open to them to provide sureties, 
‘ who need not be members of their society. As sovieties do not pretend 
ie to furnish the entire or major part of members’ working capital, but 
i merely to supplement it, the amount of eredit which the*members may 
we be allowed on these bases ix likely to be in keeping with their needs as 
A well as within the limits of safety for the society. The supervision 
7: automatically exervisable by reason of the narrow limits of the area of 
rural societies minimises risk of loss, a risk which is further reduced by 
the power, to be retained by the societies, to callin their loans at short 















a notice, when there is good evidence of their capital being endangered. 
‘= It can hardly be anticipated that co-operative credit societies will 
. increase at first with great raprlity in England. But English farmers 


“are not alone in being highly conservative and distrustful of fresh 
projects ; in Germany the success of the movement was largely the 

result of the intensive propaganda carried on continuously from many 
*~ sides as well as of the effective assistance of the State. The same 


‘ sistent and Penetrating propaganda work will be required in 
: — ; and prog will probably be slow, as in Germany. 
| There are now nenely 17,000 rar eredit societies in that eountry but 
tw years after (186-4) the first Raiffeisen bank was established 
sabe toophngonr oben type in existence, and in 

1800 ly forty years after—their total number was 1,729. 
ihibomes the — — ‘promoted the movement, apart 
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who showed their approval by donations to the Raiffeisen Central 
Loan Bank, and rolers of Federal States) and the Co-operative Unions, 
which have acted in their several districts as the intelligent organisers 
and advisers of co-operative effort in all its branches, may be 
mentioned, (1) the agricultural organisations, and especially sinee 
their creation under the Prussian Act of 1594, the Chambers of 
Agnculture in Prussia; and similar bodies in other States ; (2) 
clergymen ; (3) teachers and communal officials in rural districts; (4) 
larger landowners ; and (5) various educational institutions. 

Ratrreisen, the mayor of « small, remote district, was first given 
the opportunity of putting his ideas into practice outside his own 
restricted area by the Agricultural association of the Rhine province. 
His book describing his system appeared in 1566, when he had already 
founded five credit banks, and attracted in the same year the attention 
of the Association which was considering means for improving credit 
facilities for the farmers of the province. In 1568 Ratrretses was 
commissioned by the Association to establish credit societies within its 
area, and within a year he founded 12 new societies. Shortly after 
he was placed in charge of Aid department for Loan Banks established 
by the Association as a branch of its work. Similar associations 
throughout Germany took up gradually the active furtherance of the 
credit society movement. 

Unlike Scuvtze-De.irzscu, who conceived his societies as purely 
business organisations, Ratrretsen always laid stress upon the moral as 
well as the material aims of his socicties, which “rest upon a Christian 
foundation” and “aim at promoting the moral and material welfare of 
members.” Clergymen of all denominations in most parts of Germany 
have given their constant and active support to the Raiffeisen banks 
since their inception. At the present time large number of clergymen 


are to be found acting as chairmen or members of committees of 
management and of boards of supervision, and in some cases they” 


nndertake the duties of secretary. 
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Halle) special courses of lectures on ¢o-operat ion by various professors 
are given cach yeur. 

Larger landowners have also taken a considerable part in the 
extension of the village banks, not only by promoting their 
establishment and accepting office, but also to a certain extent by. 
depositing with and borrowing from them. ‘The chairmen of the 
committee of management of 50 ont of $05 Pomeranian societies in 
one year was a large landowner; in another year out of 720 
Silesian societies there were 209 large owners holding this office. In 
the less onerous position of chairman of the board of supervision they 
are even more numerously represented; and they are very generally 
found as ordinary members of both organs of administration of a 
co-operative society in those parts of the country, that is chiefly in 
the eastern provinces of Prussia and in the Kingdom of Saxony, 
where lange landowners constitute a noteworthy proportion of all 
landholders. 

Various reasons account fer the more limited participation of 
large holders in the society as depositors and sborrowers. Although 
limited liability is regarded by many very competent authorities in 
Germany as most suitable in the case of societies which contain a 
considerable proportion of large holders, unlimited liability has not 
(since 1889) been a chief obstacle: the difficulty lies mainly in the 
dislike of a social superior to reveal his position to a committee of 
two or three of his smaller neighbours or to submit an application for 
eredit to them, as well as in the difficulty for a small local society to 
grant credit to such members to the extent that may be required, 
without exhausting their own working capital to the prejudice of 


their other members, or without risking an unduly bigh proportion 


with a single member. In Pomerania and Saxony (province of), 


‘as well as in Silesia, a considerable number of large landholders are 
reported as transacting business with the local societies ; in Pomerania 
out of $76 local societies, all with limited liability, there were 107 
which fixed their maximum ‘total loans to individuals at from over 
£1,000 up to £2,500, 27 at from over £2,500 up to £5,000, and 9 at 


eo up to £10,000. In many cases outside Pomerania, 
and Silesia large landowners obtain their agricultural requi- 
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societies are less necessary to large than to medium and small holders ; 
they can usually obtain credit more readily and on better terms than 
the latter from commercial banks, although in common with other 
farmers they usually require such credit for longer periods than are 

-customary in commerce. And in Germany, at least, such bank 
credit is far dearer than co-operative credit, and repayable under more 
unfavourable conditions. That even lange holders in England do not 
obtain all the credit they need at their banks appears clear from the 
considerable volume of credit which is at present extended to farmers 
by dealers and factors for periods of a year or more. 
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[ Extracts from the Proceedings of the Fourth Conference of Registrars 
of Co-operative Credit Societies. | 


Mr. R. W. Cantyie, C.1.E., President of the Conference, said 

that he was glad to report that there was no check in the rapid 

and satisfactory progress of the movement to which he had alluded 

last year. The figures had not been finally checked and must be 

accepted as merely provisional. But they showed that the number 

of societies of all kinds had risen from 1,357 to 2,008, the number 

of members from 14,160 to 184,807; the working capital agere- 

gated nearly 81 lakhs of rupees against just over 44 lakhs last year, 

H and the expenditure had increased from less than 47 lakhs last year 
to more than 84 lakhs. This was only the fourth annual Conference, 

* but these figures indicated that the movement had already progressed 
F far beyond what could reasonably have been expected by those who 
| were present at the first meeting in 1906. The “‘progresg made during 
| the year was all the more satisfactory, because the annual reports 

ff showed that in most provinces the aim of the Hegistrars had been 
rather to foster growth where the seeds of co-operation had already 

taken root than to attempt to break new ground. It was also very 

satisfactory that whereas State aid accounted for only Res. 6,86,143 

of the working capital or very little more than last year (Rs. 6,51,816), 

loans from private persons totalled nearly 25 lakhs of rupees against 

less than 124 lakhs at the end of June 1908, Last year in address- 

ing the Conference he had had occasion to point out that the two 

questions of yital importance to the future of the movement were 

the best means of providing for the supervision and the financing 

of co-operative credit. societies. In several of the provinces the 

—— finance seemed to have been solved. He was referring 

in particular to Madras, Burma and the United Provinces, but so far 
as he could judge, he did not think it probable that this question would 
Bare: siento serious difficulties in the Punjab, Central Provinces or 
B He did not, of course, mean that in those provinces very 
=e ri e sums of money would at once be forthcoming, but there was 
Season to bolic 7 would come forward quite as quickly as 
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where, but the state of affairsin the United Provinces and Madras 
gave great promise for the future. The reports for 1908-09 served 
to confirm the opinion expressed by the Government of India in their 
Circular dealing with the proceedings of the third Conference that 
the most satisfactory solution of the problems connected with the 
best means of financing Cash Societies and with future arrangements 
for andit, inspection and control would be found in the organisation 
of societies as they increased in numbers into local Unions and in the 
federation, at a later stage, if necessary, of these Unions into Central 
Unions, At the same time it was of course possible that in some 
provinees other solutions might be found necessary or desirable, The 
great importance of supervision not being confined to Government 
was well brought out by Mer. Ramactanpra Rao's remarks on the 
danger of insufficient or routine inspection by Government officers, 
and he thought that there was a real danger that if Government 
assistance was not kept withim moderate limits the whole move- 
ment would tend to become departmentalised. He referred to the 
fact that in many provinces Registrars had found it desirable to 
confine work to concentrated areas and to avoid establishing isolated 
societies. ‘There could be no doubt as to the soundness of this policy. 
It was far easicr to establish in concentrated areas Unions which 
could both finance, and, to some extent, supervise the societies in such 


areas. Co-operation was, so to speak, in the air, New societies 


were far more likely to be started and to be run on the right lines 
from the beginning. He sympathised with the diffienlties of the 


Registrar of Burma who was unable to cope with the demands 


of the public. He was not sure that the Registrar was not 
over-anxions as to a number of societies being started without 
being registered. If such sovicties sprang into existence it 
would not be long before the fact that they were not registered 


under the Act was widely known. A question of great importance 
was how far societies should endeavour to pay off their members’ 
debts to outsiders. He could not believe that any one who was in 


debt, both to the society and to the money-lender, could der 


benefit from his society. Of coarse it wan — th de ebt 
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in the Central Provinces as to the advisability of allowing banks to do 
general banking business as well as co-operative credit work, but he 
had no doubt the members of the Conference would have something 
to say on the subject, Another point to which he woulkl draw the 
attention of members was the question of devising the best means of 
dealing with Co-operative Societies for distribution purposes, It 
would be agreed that management was much more difficult in such 
societies than in small Cash Societies, and the question how far 
co-operation for credit and co-operation for distribution should be 
combined was one which deserved careful consideration. The past 
year had shown that many difficulties still remained to be overcome, 
but they had reason to congratulate themselves not only on the general 
progress made, but also on many indications that public interest tmd 
been aroused, There was perhaps seme danger that they might be 
urged to move too fast, but the interest whieh the movement was 
beginning to excite among the general public was wholly good, and 
unless this interest increased and spread, it would be impossible to 
effect that revolution in the economic condition of*India which might 
be expected from co-operative credit work if it continued to progress 
with the same rapidity as at present. 
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[ Brtracts from the Proceedings of the Fourth Conference of Registrars 
of Co-operative Credit Societies, 1909.) 


How pesr vO ExncovuraGe THK ASSISTANCE OF NON-OFFICIALS. 


The diseussion was opened by the following note presented by 
Mr. Becuas (Bengal) in which he advocated the formation of District 
Co-operative Committees ; 

“ There is no more important or more difficult question before 
the Conference than the organisation of the future development of 
co-operation. We have come to the stage where we must choose 
between further officialising and more completely popularising the 
work. Personally I consider it vital to the movement that the 
propelling power of popular interest and enthusiasm should be applied 
to it as soon as possible, and our principal efforts should be directed 
to enlisting and systematising the co-operation of the people in the 
work of organisation. I offer the following suggestions for 
discussion — 5 

(2). There are certain facts which few will question:— 

(a) In nearly every province the Registrar has great diffieulty 
in supervising his societies and no time for propagandist work. 
Honorary organisers have given most valuable assistance, but their 
number and powers are limited. 

(2) It is not a sound arrangement that the Registrar should be a 
financing agency except in special cases, We want above all things 
local capital and a machinery for attracting and dealing with it. : 

(c) New forms of agricultural co-operation (productive and distri- 
butive) should be undertaken and are in contemplation. These forms 
present so many variations dependent on local circumstances and 
conditions of production, that without active assistance in the districts 
the Registrar can accomplish very little. oa 

—(d) In no country has co-operation become a foree until it has 
become a popular movement. And soit will be in India. : 

(3) We have to face then three alternatives—| ) stoppage of 
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staff is retained ; (2) considerable increase of staff and further officiali- · 
and (3) eo-opera- 
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azencies, combined with a proper organisation of this unofficial mssis- 
tance. There can be no question that the last alternative is the best 
if it is practicable, 

(4) From what I have seen of agricultural organisation in Britain 
7 I feel sure that we want something on the lines of the Irish Agricul- 
a tural Organisation Society, only much more localived. We cannot 


work on a provincial seale yet. A Provincial Bank or a Provincial 

Union would be handicapped to the point of failure by want of local 

machinery, It would be safer and more eflective to build up to them 

from below. What I would suggest as a first step is the creation 

of District Co-operative Committees. Each would consist of a few 

(not too many) members really interested in co-operation and represen- 

tatives of different areas, We would thus have virtually a noamber 

ing of honorary organisers in every district, not acting independently, 

_. but taking counsel together periodically and working out a common 

1 scheme. Each would undertake the preaching of co-operation and 

formation of societies of different types in his own area. Above all 

they would tap local sources of capital, which wanld be one of their 

chief duties. That they should find funds for their*own socictivs 

would be insisted upon; and the first operations should be confined to 

districts where local capital is available. Besides propagandism the 

Committees would undertake the initial supervision and control of 

the young societies. But this minute supervision would only be 

temporary; for they would always work with an eye to the formation 

. of Unions and to the speeliest possible autonomy of the groups. 

So the District Committees and the Unions would be parallel and 

complementary developments. Their lines, however, would probably 

converge in time, for the Union on its banking side would no doubt 

become affiliated toa Central Bank, while the District Committee 

might develop into a Central Union to which the local Unions on 
their administrative side would be subordinate. 

(5) To begin with, the Registrar and the District Officer would 

- pide these Committees and control them with some strictness. But 

—_ aah cp and rp ae free hand. And as the 

area oe the Committees proved their worth the 

Reg ot ag a icapadnrereinpes in time, I Rope, would confine 
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Associations ; but they would probably be more effective to begin 
with at least, as independent bodies. In any case the District Officer 
should be Honorry President. He would exercise a very useful 
supervision without interfering too minutely or making suceess depen- 
dent on his continuance in the district. In time these Committees 
might become very useful assistants to the Agricultural Department. 
One of their most important duties would be to develop agricultural 
co-operation in production and sale; and it is the experience of every 
country that the direct linking of the agricultarist with the general 
market by «a co-operative machinery is one of the most effective 
means of teaching improved method of cultivation, breeding, ete. 

(7) Lastly, I think that Government should give some financial 
assistance to the District Committees. They ought, of course, to be 
composed of voluntary helpers, but there are bound to be expenses of 
management. which Government might, at least, in part defray. This 
assistance would probably best be given in the form of a small yearly 
grant to each district. These grants would not, of course, be permanent, 
but would be continyed until the movement in each area became self- 
— supporting. There can be no objection to this from a co-operative 
standpoint ; even the violent opponents of State aid make a distinction 
in favour of Government «rants to propagandist effort. Instances 
might be drawn from many countries. IT need mention only the consi- 
derable subsidy which up to last year the Irish Agricultural Organi- _ a 
sation Society received from the [rish Department of Agriculture, and ) 
the proposed grant to British Agricultural Organisation Societies under 





the recent Development Bill, which I understand is not objected toby = 
I would be glad if this Conference would consider the above rough — 

sketch of the line I propose to take next year. Discussion may elicit — 

— a more practicable scheme for enlisting popular interest and support.” oes 
Mr. Gounar (Bengal) entirely agreed with Mr. Bucuaw that the =, J 
oe movement could never be a real success unless and untilit became a 

= national movement. Government had shown the way and had proved | ae 


the endless possibilities of combination ; but it — 
the indefinite extension and supervision of societies, and co- per — 
would never become a power in the land until it became a — 
lar movement. —— hn Confrenes at ant ons 
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and efforts had also beon made to train the younger generation in the 

principles of co-operation. Co-operative Credit has been included in 

the syllabus of Politieal Economy at the University Examinations, and 

instruction in it was given at the colleges. It would greatly sssist 

them in Bengal, however, if the Registrars would explain what was 

being done in the matter in other provinces. Mu. Laxotey (Punjab) 

generally agreed in the ideas expressed in Mr. Becnan’s note. Rat 

Isuwan Sanat Banapun (United Proviness) pleaded for more recognition 
$ by Government of the work of honorary organisers. He suggested 
that certificates should be given to such organisers on the reeommen- 
dation of the Registrar. Kunxwan Mananar Srxonu (United Provinees) 
said that his experience pointed to the same conclusion. He believed 
that it would have been an excellent effeet if the services of honorary 
organisers and managers who had year after year done particularly 
good work were occasionally recognised in an appropriate manner, 
’ He also mentioned that some District Banks in his province had adop- 
ted the system of yiving small tokens of approval such as puggrees, 

BL certificates, ete., at their annual meetings to the Sarpuactes of borrow- 
: ing societies who had done good work. The system bael had excellent 
Ng results, and he thought that it might be followed with advantage in 
ie other provinces. With regard to District Committees, the United Pro- 
; vinces already possessed similar organisations in the Boards of Diree- 
tors of Central and District Banks. Mr. Freaanrie (United Provinces) 
criticised Mu. Bucuan’s proposal to form District Committees controlled 
and guided by the District Officer. The experiment had been tried nine 
years ago in the United Provinces and had failed. Societies started by 
prominent men in order to please the Collector would not de 
any useful work. Mr. Bucowan said that Mr. Frewanrice had mis- 
represented his schemv, He did not want prominent men. The Com- 
pistons would consist only of men who were really interested in 
| no. Mr. Wueerer (Bengal) agreed with Mu, Bucuan 
* that if the movement was to be a success it must depend on disinterested 
| work, bat he disliked Committees. They were too fond of sitting 
° moa ana talking. He had much more faith in individual 
— 
in * He would recognise them officially. They should be 
xl by ee Assistant Organisers 
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to the Co-operative Journal which had been started in Madras. He 
thought that much good would be done by a journal of this kind if 
the Registrar noted briefly in it the results of his inspections of 
societies and mentioned by name members of Committees who had 
done good work. Mar. Rawacuawpera Rao (Madras) said that he had 
more offers of non-official aid than he could make use of in Madras. 
Mr. Camrnets (Bombay) said that his experience was that a society 
founded on sound lines was the best agent for development. Its 
influence soon spread, and it led to the formation of other societies in 
the vicinity. He thought, however, that much good would be done 
by Provincial and Divisional Conferences, Mn. Aptxanayana Cuerriar, 
Secretary of the Salem District Bank, asked leave to make a small 
suggestion. It would be very popular if a few selected non-official 
gentlemen in each province who had been of assistance to the 
Registrar were placed on the distribution list of the Co-operative 
publications of Government, such as the annual Administration. 
Report on the working of the societies in the various provinces. It 
would be of great usedo non-official gentlemen to get these reports 


; amd to be able‘to keep in touch with the work going on all through 
i India. The Conference cordially approved of this suggestion. As 
a regards the general question, it was felt that no cut and dried scheme 






could be laid down, and that it must be left to the Registrar and _ 
his staff to decide, with reference to local conditions and the degree 
of development attained, how the assistance of non-officials could best 


be encouraged. 
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[utracts from the Proceedings of the Fourth Conference o uf 
7 * Registrars, 1909.) 


i was 


. 


OxGanisation oy Co-orgnative Stores i Int. : 
DrvVELOPMENT OF OTHER ProRMS OF Co-oreRaATION. ; 


These two subjects were referred to a Sub-Committee which was 
also asked to consider the question raised by Kunwar Mananas Sincou 
(United Provinces) as to whether societies and especially District 
Banks might legitimately engage in other than strictly banking 
business. The Sub-Committee was composed of Messus. Buewan 
(Secretary), Exoutsu, Surreas and Suama Rao. 


Mn. Bucnan presented the report of the Sub-Committee as 
below :-— 


| I. Co-operative Stores —The Com mittee’s first rfeommendation 

li is that the Act be amended as soon as possible so as to make the 

| registration of socicties for co-operative distribution, production and 
sale clearly permissible. 





The Committee have come unanimously to the following conclu- 

: | sions -— | 
: ies (1) That a society which deals solely in stores is not gencrally | 
oe practicable in a purely rural district owing to the absence, within 
a workable area, of a sufficiently large and continuous demand for 
similar articles; that while distributive annexes to rural credit 
societies are possible, it is highly undesirable that a credit society 
We should deal in distributive business until it has thoroughly mastered 
‘its own "special work; and that generally speaking, in view of the 
‘different areas which a Credit Society and a store can safely, and 
re is ght to, cover, and of the danger of each department damaging the 
“Aa other's credit, it is desirable that the separation of credit and distribu- | 
: ee eee en ee) 
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(3) That in the head-quarter stations of districfé and in lange 
towns where the people are mainly wage-earners and artificial con- 
ditions have made living expensive, distributive societies should be 
developed. 

At the same time the Committee wish to recor] their opinion 
that minute official supervision and assistance in the matter of stores 
is neither possible nor desirable. These socictics must stand on their 
own strength, Beyond seeimg that their rules make adequate provi- 
sion for the safe and honest conduct of business and earrying out 
the annual audit, the Registrar ought not to interfere except in very 
special circumstances. To safeguard co-operative principles and to 
obviate possible dangers the Committee consider that adherence to 
the following rules shoukl be strictly insisted upon — 

(a) Credit should be forbidden, and cash dealings only allowed. 
If a member requires credit he should get it from his cash society. 

(4) To preserve the co-operative nature of a society and to prevent 
any tendency to profit-seeking and traffic in shares the dividend on 
shares should ke limited by rule, shares should be made withdrawable 
only, and to their namber no limit should be placed either by rules or 
by practice. 

(c) To guard against fraud and irregular practices, provision 
should be made for effective control hy the Committee of manage- 
ment; stock-taking should be frequent; and all officers dealing with 
gools or money should be required to give security im a certain 
amount. 

() Speculation in any form should be forbidden, For instance, 
a society should not be allowed to purchase large quantities of grain 
at a cheap rate with the object of placing it on a distant market and 
cetting the benefit of the higher price. It should be insisted upon 
that the sole function of a distributive store is to gauge the wants 
of the immediate locality and to confine itself to supplying their needs. 

(c) As far as possible the Stores should follow the — 
European distributive societies, w/z, they should sell at the market 
price of the nearest large town (thereby minimising comp. etition with 
the legitimate trader), and after” — * manager 
—— — 26 ek cent. of the — the e, they she 
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If. Other forms of co-operation.—The Committee consider 
that all other forms which are practicable in India are covered by the 
general term “Agrien/(ural co-operation.” Agricultaral Co-operative 


b Societies fall into three principal classes :— 

\ (1) Supply, i. ¢., distributive societies for providing the materials 
‘ of agriculture, 

* 


(2) Productive, such as ¢o-operative dairies. 

(3) Safe, such as gram or lac selling societies. The Committee 
consider that much might be done in every province in the matter of 
agricultural co-operation. Mun. Saimnas especially, believes that in 
Kastern Bengal and Assam there is scope fer the co-operative supply 


—— 


bank 
“Pd 


> 


re ’ of agricultural machinery (provided that sufficient attention is paid to 
= the peculiarities of local agricultural methods), and a promising market 


woulkl draw attention to the intricate and varied nature of the subject. 

We are not dealing with general agricultural requirements only, which 

aro similar the world over, but with a complex market and the machi- 

nery of commerce. Hence there is no fundamental type of society 
— which might be recommended for goneral adoption. It is possible 
that each crop and product under the aboye three heads (supply, pro- 
duction and ¢ale) may have to be dealt with by a different type of 
society ; and suecess will always be a question of minute attention to 
details and conditions. The Committee therefore are not prepared to 
make any specific recommendations. They are, however, strongly of 
opinion that in each province, with the help of the Agricultural Depart- 
ments, : a survey should be made of the principal crops and products, 
the methods of cultivation, production and distribution and the condi- 
oT tions. of the market for ench And where the enquiry shows that 
7 erative methods can be used with advantage, they should be 


f for a co-operative dairy in Dacea. At the same time the Committee 

























eo @) Te the aa sociction contemplated by Mn. Sama Kao are 
“constituted 0 ‘on the lines of an ordinary Credit Society, except that 
LS ales oe aeolian 

— eieties can be rogistered under the Act, and the Committee 
sik Nt — 
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methods fully understood, societics of all kinds should be discouraged 
from dealing in other than strictly co-operative business, 

Mr. Wirraten (Bengal) invited attention to the finding of the 
Sub-Committee that a society which deals solely in stores was im- 
practicable in a purely rural area. So far as his expericnee went, he 
doubted if the remark was entirely true, and in any case he ventured 
to suggest that it required modification. The experionce gained hard. 
ly justified eweeping generalisations at this stage, and the remark if 
it received the tmprimatur of the Conference might tend to liscournge 
experiments which might lead to useful results. The President moved 
that the words “not generally practicable” should be substituted for 
“ampracticable”. Mn. Bucwan said that he had no objection, and the 
report was amended! accordingly. 

Mr. Govrray (Bengal) drew attention to paragraph 1 (e) of the 
Report and said that the question whether Co-operative Stores 
Societies should sell to non-members deserved consideration. The 
first principle of Co-operative Credit Societies with which the move- 
ment had hitherto mainly been concerned, was that non-members 
should be rigidly excluded from the benefits of the society, In the 
case of Store Societies with cash -transactions there was less dan ger, 
but he was inclined to think that Store should deal only with mem- 
bers and prospective members, He would explain what he understood 
to be the usual practice at home. The Store dealt with any one 
who wished to buy at current market prices. At the end of the year 
net profits after payment of interest on shares were divided up rate- 
ably among purchasers whe had purchased goods in excess of a fixed — 
minimom value. A member could claim his rebate in cash or invest 
it in the business. But as regards non-members, he believed that 
the rabate could not, as a rale, be claimed in cash, but must be devo- 
ted to the acquisition of a member's share. He was inclined to think 
that the same principle should be followed in India. At the end of two 
years unclaimed rebates would be credited, as in England, to the reserve. 
Mn. Ramacnaxpns Rao (Madras) was of opinion that dealings with 
non-members should be prohibited. This was the principle followed 
in all Co-operative Store Soeivties in Madras, even in the Triplicane 
Society in the Presidency town. The societies sold only to share 
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be impossible to oxelude undesirables, Man. Wiexten (Bengal) agreed 
as to the importance of having power to exclude undesirables. Mn. 
Bucnaw (Bengal) did not agree. Tf non-members were excluded, 
the operations of the store would inevitably remain on a very limited 
scale, and members would not be attracted. The dealings would be 
in ¢ash, and therefore in bis view the moral character of the purchaser 
did not matter very much. Tt would be easy to exclude undesirables 
from any share in the management which wae the really important 
point. He agreed with Mn. Gouniay that rebates in cash to pur- 
chasers who were not members should not be allowed. The 
rebates should be devoted to the acquisition of shares. Mu. Pare. 
(Baroda) said that the question had been exhaustively discussed 
by the International Co-operative Union at their Congress at 
Buda Pesth in 1904, and that the opinion of the majenty 
of the Conference was that there was no objection to dealings with 
non-members. Other Registrars had not had sufficient expertence 
of Co-operative Stores to express an opinion on the point, and it 
was decided that until farther experience had heen gained it would 

be unwise for the Conference to record a Resolution on the subject. 
Mr. Fremanrie (United Provinces) said that experience im the 
United Provinces had shown that it was not an easy matter to start 
Co-operative Stores and to supervise their working when they had 
been started. He suggested that it was advisable that such stores 
© should be started in the first instance on a «mall scale 
: and only gradually enlarged. Mr. Bucuan (Bengal) entirely agreed. 
‘ Mr. Bucewax (Bengal) suggested that it might he considered 
— whether the subject of the co-operative insurance of cattle should not 
be taken up in addition to other forms of co-operation, The death of 
Ps eattle was an important cause of indebtedness in some provinces, and 
perhaps the attention of Registrars might be directed with advantage 
. to the question of devising a practical mitigation of the evil on the 
"© Hines of co-operative insurance of cattle. Mu. Goutar (Bengal) said 
ho ur raised by Mr. Ewotisit 
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way of mitigating the evil of rinderpest, was preventive inocula- 
tion. 

Mr. Heatvoway (Central Provinces) entirely agreed. Mr. Kine 
(Bengal) thought that the question was an important one, but that it 
was more for the Agriculture and Veterinary Departments to deal with 
than for the Registrars of Co-operative Credit Societies. Mn. Latusnar 
- Samatpas (Bombay) said that in his opinion it would be premature to 
take up the subject, and the Conference generally agreed in this view. 

Mr, Bucnay (Bengal) drew attention to paragraph II (3) of the 
Sub-Committee’s Report. Until the survey recommended by the 
Committee had been complete, he did not think that any real advance 
would be possible, He would suggest that one or two important 
products should be taken up as a beginning, and the condition of the 
market studied from beginning to end. He was already enquiring in 
connection with ghee. Mu. Hewtnaway (Cetral Provinces) thought that 
the recommendation of the Committee was couched in much too indefi- 
nite terms, and he hoped that it would be modified by the Conference. 
If the Agricultural Department were brought inte the enquiry,a very 
heavy burden*would be imposed on it, and he thought thata Conference 
of Registrars would not be justified in endorsing the recommendation 
in the precise form in which it had been made by the Sub-Committee, 
until the Agricultural Department had had an opportunity of expres- 
sing an opinion in the matter. Mr, Gourtar (Bengal) reeognized the 
importance of making such enquiries, but the work involved would be 
very great and the enquiry would take years to complete. Perhaps it 
would suffice for the present if the Conference contented itself with 
suggesting that Registrars should consult the Agricultural Departments 
of their respective provinces with a view to further dis next. 
year. Mr. Wuercen (Bengal) thought that a beginning could be ads 
by Registrars in specified local areas. oie some further discussion 
the following Resolution was passed -—“ With reference to the survey 
proposed by the Sub-Committee, the Conference recognizes the 





importance of collecting information concerning the — — — 
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[etracts from the Procecilinga Of the Fifth Conference of Regiatrara 
of Co-operative Credit. Socteties, 1911.) 


Finance anp Contxo. or Co-openative Curprr Socreries. 


The Committee commenced with a consideration of the Neaweid 
model of Union and Central Bank. ‘The Central Bank in Neuweid 
is a Joint Stock — — based on limited liability, which derives 
its strength from the village societies, which are shareholders. It 
operates only within the area of the Union which works along with 
it and it is intended to serve as a common cash box equalising excess 


J and want ; the dividend on capital is limited to 34 per cent., and all 
ye surplus is carried to Reserve. It has the privilege of obtaining 
* | advances from the Prussian State Bank. It lends direct to societies 


at 34 per cent. and allows 3} per cent. on deposits. It bas associated 
with it 13 provincial branch banks. It deals only with societies— 
| and only societies can be shareholders. The ‘Board of Directors is 
X appointed by the delegates representing each society “holding shares. 
: Business is done mainly by means of cash credits with societies. 

“The societies have formed themselves into Unions, the object of 
which is to create by co-operation greater confidence. The Union is 
confined to a Circle equal perhaps to an area of 4 or 5 districts in this 
country. The object of the Union is to take common counsel, to 
discuss questions of cemmon interest, to teach co-operative principles 
— and keep them pure, and to affix a hall mark on affiliated societies, 
whieh adds much to the confidence felt by the public. Bad banks 
—  ——s are excluded and the general standard is raised. The Unions are 
= “ divided into sections (or sub-union sections) dealing with small areas, 

TES ie each with its own committee and these sections inspect the socicties 
* within them on behalf of the Union. Each section employs an 
inspecte and =e area is not larger than such an ee 











— —— 
sties to submit to inspection, but the law permits inspection by 
= spp inted by recognised bodies of which the Union is one. 
sere the societies: have a Central Bank of —— —— 
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frequently one and the same person and consequently the two bodies 
really become closely connected. The Central Bank f ully understands 
the value of the Union's inspection and in all its transactions trusts 
umpheitly to it. There are cases where the Central Bank is an 
outside body, but there too the value of the Union’s hall mark ix 
appreciated and the Central Bank lends almost entirely on the Union's 
recommendation, The Union itself, however, has no financial 


constitution, nor does it guarantee the financial transactions of any 
* » — 





society, 

The Sub-Committee are of opinion that the two qnestions 
(a) Frnanee, (b) Contro/ and Superrision, should be separately dealt 
with. With regard to Confrof they are of opinion that if the 
movement is to be made a success, the societies must co-operate with 
each other for their mutaal benefit in the same way as individuals 
co-operate in sovicties. The object of such co-operation will be to take 
common counsel, to discuss questions of common interest, to teach 
co-operative principles, and so to maintain these principles pure in the 
affiliated societies that the fact that societies belong to the federation 
will affix to the a hall mark of sound co-operation. To accomplish 
this end the societies must submit to an inspection of their accounts 
and working by the representative body. 

The Sub-Committee are further of opinion that this body may 
without objection be united with a Central Bank provided the share- 
holders of this bank are the societies themselves, and they are 


inclined to agree that this principle should be followed even where : 
a few individaal shareholders are introduced into the Central Bank — 
with the object of securing better management. Where, however, 





Bikey the Central Bank is a joint stock concern, the s rs of which — 
are individuals and not societies, or in which the individual share- _ 
holders predominate, there should be a Union of societies distinct — 
from the Central Bank, Several members of the Sub-Committee ‘ 
expressed the opinion that the Union as such should have no = 
financial constitution and should not make itself responsible in 
| any sway ee Se Se ——— 
‘Unions which do not — — — ha ae 
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The Sub-Committee are of opinion that Unions of the kind 
recommended by them, should be confined to an area not greater than 
a district and, where possible, to a local area less than a district. Such 
Unions where not united with a Central Bank have no need for a 
financial basis, The costs involved should be defrayed by a levy 
pro rata on the affiliated societies, They should be managed by a 
general meeting consisting of one or more delegates from cach 
affiliated society with an exeeutive committee consisting of about five 
members elected by the delegates. This committee should employ 
and pay the staff necessary for inspecting the societies and for pro- 
pagating the principles of co-operation, Ordinarily no society in the 
-local area should be registered by the Registrar unless such reqistra- 
tion is recommended by the local Union and the Union should 
form one of the main channels through which the Registrar 
exercises his supervision and control of societies. Such Unions 
should be encouraged to hold local conferences. The name 
‘Union’ should, as far as possible, be confined to such associa- 
tions and where they are combined with ‘a Cenjral Bank the 
association shoukl be known as a Central Banking Union, 
Adherence to these terms will prevent much confusion in 
reports, 

With regard to #inance the Sub-Committee agree with the finding 
lp of the third Conference that Central Banks registered under the Act 
Mes - ‘should be organised as Joint Steck Companies with limited lability. 

The shareholders should be the societies alone and the Central Banks 
should exist wholly for the benefit of their shareholders and should 
make loans only to societies which are shareholders. Where however 
it is impossible owing to the backwardness of the people to obtain 
tho necessary business management, there is no objection in the first 
‘instance to admitting a small number of individual shareholders, but 
- shoul ne, be made to such individuals. At the same time 
Ya Vea 9 ae rr Gy aes r —— Chere may he circumstances which 
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of opinion that one of these safeguards should be the limiting of the 
dividends to 10 or 12 per cent. 

The Sub-Committee note that the Central Banks at present in 
existenee check the security of the socicties to which they lend by 
one of three methods—(1) by a special staff appointed and paid for 
by the Directors of the Central Bank, (2) by accepting the inspection 
and report of a Union (or where the Union is amalgamated with 
Central Bank, the Central Banking Union) of societies, who them- 
selves pay and employ a staff for inspection, and (3) by relying on 
the inspections and reports of the Registrar and his staff. While 
recognising that the third method may be necessary In the beginning, 


the Sub-Committee are strongly of opinion that it should be done - 


away with as soon as possible, Of the other two methods where, as 
is recommended, the whole or the great majority of shareholders in 
the Central Bank are societies and the bank deals only with socicties, 
the second, ric., the reliance on the reports of the Unions is 
preferable. It is better that the inspecting staff should be paid 
and employed hy the Union or Central Banking Union which would 
collect the cost rateably from the sovieties than that it should be 
employed and paid ont of the profits of the Central Bank. Where 
however Unions do not exist, the special staff must be paid by the 
Central Bank. 

As has been said above the Sub-Committee see no objection to 
combining a co-operative Central Bank with a Union, and such 
combinations should be known as Central Banking Union. 

The Sub-Committee desire to re-aflirm the finding of the third 


Conference of Registrars that the great aim of all eaten Pena 


should be to accumulate local capital, and only in the event of such — 
capital not being forthcoming in sufficient quantity, should money 
be borrowed from outside. At the same time they recognise the — 
desirability in all cases of a Central Bank having a eash credit 
account with a Joint Stock Company such as the ‘Bank of 
ee Allahabad Bank, Alliance Bank of Simla or the Benare 
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the Central Bank should build up a reserve of its own as fast ax 
possible. It has also to be taken into consideration that the 
societies should be encouraged to remit all idle money to the Central 
Bank, 








[Extracts from the Proceedings of the Seventh Conference of Registrars 
af Co-operative Soereties, 1913.) 


Co-orgnativye Banks anp Porvutan Epvearion, 


Mn, Crosruwatre presented the following paper for the considera- 
tion of the Conference -— 

“The worth of a co-operative society,” it has been shrewdly 
observed, “is the worth of its members.” “ Worth,” from the 
co-operative point of view, is of two kinds,—moral and material. 
Now the worth of a new society formed from the poor and illiterate 
classes—and with such we are generally confronted in the Central 
Provinees—is crude in quality and doubtful in quantity. Of potential 
worth there is probably much, of actual worth little. It is the aim 
of the co-operative movement to develop this actual worth by means 
of patient and persistent training. To this end every possible means of 
broadening the minds “and widening the outlook of co-operators must 
be employed. “ No co-operation,” says Mn. Worrr,* “can flourish 
without education. We way choose our own methods according to the 
circumstances of each case, The great point is that education as such, 
edueation ae a main item, education in co-operation, in the mechanical 
services entering into its practice, and education in agricultural 
eraftlore, should be placed prominently in the programmes of co- 
operation, in the very forefront.” 

Certain European co-operative experts whom I have met do not, 
I am certain, understand how very backward rural India is as 
compared with even the least advanced of the European countries. As 
Mn. Moxracv has so well expressed it, we have in India the fifth and 
the twentieth centuries side by side. And there is far more of the 
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Popular education can, in fact, very well commence with instruction in 
co-operative principles and methods. If European critics only 
understood the conditions under which we work, and if they 
were faced with the actual task of organization of India, they would 
immediately grasp that Indian Registrars are right when they say 
that “co-operative cloth must be cut according to Indian means.” 
and when the time comes to write the history of the movement in the 
twentieth century it will be remarked, I think, that whereas co- 
operative ideas were, in Europoan countries, a product of education, 
the movement in India was, from the very outset, a means of 
education,—it was not education's child. 

No Registrar who understands his business will try and import 
an excessive element of officialdom into co-operative institutions, for 
he knows well enough that success in organization and solid perma- 

: nent results are not to be obtained by sham co-operation, But a 
if just sense of proportion is necessary to keep the movement on safe 
| lines; and it is of vital importance that those who are at the helm 
=; of co-operative policy shoukl remember that in Germany and in 
‘1 England, as well as in other advanced countries, the co-operative 
movernent was of popular origin and was at first opposed by Govern- 
ment. In India, on the other hand, the movement has been directly 
oe inspired by Government in order to raise the skill, character, and 
9J productive capacity of those persons described in the preamble to 
“ Act 2 of 1912 as “agriculturists, artisans, and persons of limited 
J means,”’—a wide description covering some millions of people, but 
J still, in my bumble opinion, not nearly wide enough, unless, indeed, 
. it is accepted that there is nobody in India whose means are un- 
limited and that therefore the scope of the Act is as broad as it can 
be. Unfortunately, amongst the classes especially contemplated by 
the: Act the standard of education is extremely low, But as that 
— etam — d is raised it is obvious that the prosperity of the country 
= also vise 5, for with the growth of skill, character, and productive 
ty wants and aspirations: will certainly increase. In faet the 
r development of co-operation must induce a general advance 
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co-operative societies is not to be regarded as part of the ordinary 
duties of the district staff, though Government bas also declared that 
it fully recognizes that enthusiastic officers can do much to help the 
movement.” What I have said so far may not, on first considera- 
sion, seem to have much to do with “co-operative banks and popular 
education.” But exactly why my remarks are relevant will be 
understood when IT mention that many of our best co-operative workers 
in the Central Provinces are Government officers, lawyers, merchants, 
landlords, bankers, Government pensioners, and the like, If the 
co-operative movement is to be attractive to men of co many kinds, 
the field of enterprise which it is to cover must be a broad one. It 
must appeal te the heart and the intellect and not only to the purse 
or to a sense of duty. 

The mere lending of money is not in itself the aim of co-operative 
banking. At first, of course, we must be careful not to undertake 
too much, Ambition we must have if we are to accomplish great 
things; but ambition must not be separated from caution. Of all 

“ forms of co-operation co-operative credit is the easiest, and it is with 
“eredit” that Jndian co-operation commenced, The organization 
of co-operative concerns is, in these modern times, a business in which 
paid expert service cannot be dispensed with, and it is essential that: 
people should understand that until the credit machinery is ranning 
emoothly and regularly, and until its limitations are properly under- 
stood by those in charge of it, a great deal of harm can be done to 
| the movement by persuading or allowing men who have only entered 
‘ upon their co-operative studies to embark on schemes which are too 
advanced for them. In India, at present, T am afraid that thie 

" tendency is to press too eagerly for the introduction of very ad ane 
a forms of co-operation, the result being: that there isa distinct: 
ie of bringing in too much Government departmental assistance at the . 
7 expense of self-help, : = 

J Now if we fail to insist on “self-help” in one of the many ae 
why branches which co-operative enterprise may undertake we shall find > 
J it difficalt to preach “self-help” as regards the other branches, To J 
* hold, it is true, that the time when the co-operative movement ‘will! , ae 
be able to proceed altogether independently of Government will | never yi ea 
come. Indeed, when we look at co-operation in other cou | 
—— at of Initia | Department of Revenue a — ircular No. G+ · 
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find the State an linportant partner in the movement. A partner, 
it must be admitted, whose activities are restricted, as a rale, to doing 
what is necessary to help the people to help themselves. As far as 
the State and the co-operative movement are concerned, the true art 
of administration will be found, I suggest, in accurately placing the 
line which is to separate self-help pure and sunple from State ailed 
self-help, This line is by no means immutable, but must, from time 
to time, be shifted backwards or forwards, At first, it may well be, 
by far the greater part of co-operative ground will be oceupied by 
State aided self-help. But, if the State wisely odministers ite aid, 
the ground will gradually pass over to self-help pure and simple until 
the duties of the State towards the movement stand out clearly defined 
in the light of experience. Popular self-help is a delicate plant to 
grow. It requires expert care and attention and, if forced, it perishes. 
The difficulty is to hit off the happy mean between a disastrous 
a, coddling and an equally disastrous want of supervision and trainings. 
EN The principles which I would like to see generally accepted are as 
3 a follows :— : : 

F () The progress of our co-operative banks (which include 
amongst their members and their directors the best 
educated mew available) must not be confined to lending 
money only, but must extend to the spread of general 
enlightenment amongst the societies which are members 
of, and are financed by, the banks. 

oa (if) In order to keep the active support of our educated workers 
| : we must captivate their imagination and show them 
clearly that co-operative banks are not intended only 
for the benefit of certain classes but that they fit into a 
scheme of general improvement. 
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cannot be a fair division of work between officiale and 
unofficials, then clearly it is too advanced and should be 
postponed until unofficial co-operators are fit to perform 
their proper share of the task. 
I will now endeavour to point out by actual illustration how we 
have endeavoured to apply these principles in the Central Provinces. 
In the first place, we have had the greatest difficulties to enecunter 
in the matter of the simple accounts which credit societies must cither 
keep or have kept for them, When we first started rural organization 
work in 1904 early Registrars were under the impression that we 
should have no great trouble in finding at least one member of each 
society who could and wonld keep the accounts satisfactorily. The 
secretary of a society was to be not only the trusted accountant 
upon whom the Registrar would depend for his annual returns, but 
he was also to be the “guide, philosopher, and friend” of the 
members. The Government Auditor would, it was assumed, go 
round and audit a very nicely prepared set of accounts. As accounts 
were (and arg still) very simple it was expected that one auditor 
would be able to deal with « very large number of socicties. These = 
were the lines we started work on in 1904. In that year I started a J 
few societies in the Hoshangabad District (they were the first in the * 
Provinces), and I remember that when Sin J. O. Minun saw them he * 
said they were not co-operative societies at all, But, such as they were, 
they were the only ones I could get the people to start; and although 
they were clumsy little birds they prospered and have now grown 
healthy co-operative wings. It must be remembered, in this connec- 
tion, that Act 10 of 1904 provided for free Government audit and that 
—— people thought that every Deputy Commissioner ought to be 
the Registrar of his district. 1 am not going to dwell upon initial 
mistakes, especially as I made a good number of them myself; still 
less am I going to point ont how clever we, who have benefited by ee 
those mistakes, have been in making natural progress. But for the tee : 
efforts “of a tena ose sens hes a ee ea * 
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soon exploded, It was then said by some that the Provinces were 
not mpe for the co-operative movement. It was urged that until 
the spread of education became far more general it was vain to 
imagine that co-operative societies could sucesed. But others of us 

held different views ; and we determined to push on as best we could. 
Credit societies have money dealings, and where there are money 
dealings accurate accounts are indispensable. Certain ofranizers, there- 
fore, formed their societies round the Secretary. And the result was 
that as tolerably efficient Secretaries were few and far between, eo- 
operative credit societies came into existence which included in 
membership individuals from many villages seattered over extremely 
large areas. Now that co-operative principles are better understood 
I need not explain why mutual societies on these lines proved quite uan- 
! workable, In 1907, however, thanks to some very valuable advice 
. from Sir J. O. Micuer, we first commenced (in the Jubbalpore District) 
to form Raiffeisen socicties, without share capital and with unlimited 
—* liability and indivisible reserve funds. It was generally expected that 
i > the movement would make very slow progress, that it w vould be long 
ee before it could establish itself in the money market, and “that Govern- 
‘ ) ment would, perforce, have to finance the societies. Bot Mr. Worrr 
J 
















urged that Government money was poison to self-help; and what Mr. 
Worrr has to say is always well worth listening to. So we decided to 

; try and do without Government money and at once we had a fresh 
problem to solve. In order to finance, organize, guide, and control our 

mr societies we started “ Central Banks.” Writing in 1907, in “ The 
i Agricultural Journal of India* " I said, “ Nobody pretends that a 
a Central Bank with capital subseribed by the leading men of the tahsil, 

- managed on purely business principles, and existing solely for the 
J— — lending money to rural societies, is itself a Co-operative 
Credit Bociety in any sense of the term. Yet it exists for the purpose 
ofa inating the best business talent available with the co-operative 
- eredit: ‘movement, and is intimately connected with the seheme for 
> financing and testing the merits of rural societies. The Central Bank 
mould, then, be registered under the Act. Shareholders in the Central 
i Bank ean, of course, reside anywhere, but the committee should be 
. ho: — shareholders resident within the tah⸗il. What is wanted is 
mittee with good local knowlege of all parts of the tahsil. It will 
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not only control the internal affairs of the Central Bank, bat will 
consider the applications of rural societies for loans and decide to what 
extent individual societies are Jantab/e. The Central Bank is not only 
to be the source whence rural societies are to derive their capital, but 
a means of gauging the worth of newly formed sovictios, It may be 
argued that too much power will be left inthe hands of the Central 
Bank, that as ‘interest speaks all sorts of tongues and plays all sorts 
of parts, even the part of the disinterested’ the central committee will 
be able to starve the rural socicties and thus kill the movement. 
To this no present answer can be given. The question is 
one of confidence, and time alone can prove whether that con- 
fidence has been misplaced or not’. That was more than six years 
ago ; and the men I was then writing about were the present Directors 
of our Central Banks who have proved so well that confidence in them 
was not misplaced. In 1907 I had only just started the Sihora 
Central Bank and had formed a few rural societies of the Raiffeisen 
type. In the Central Provinces and Berar there were, altogether 63 
rural societies evith a capital of Rs 31,061 and 2,154 members, and 
4 urban socicties with a capital of Rs 28,509 and 667 members. We 
have marched some distance since 1907, and there were on the 30th June, 
1913 in the Provinces, the Provincial Bank, 25 Central Banks, (with 
their own Union), 1,360 rural societies, 40 industrial societics and 22 
other societies with a total membership of 27,202 and a working capi- 
tal of Its $4,37,705. Results such as these could not possibly have 
been obtained but for (i) the initiative of Government and the help of 
its officers, (ii) the enormous amount of time and tronble freely given to 
the movement by our unofficial workers, and (in) the fret that co-opem- 


tive credit was weleomed by the people and supplied a pressing need. 
Behind the figures are very snbstantial facts produced by careful educa- 
There is not a man who has done work for the 


tion in co-operation. 


cause without broadening his mind and his sympathies while — 
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the power of actually doing things and not merely Lith cae about then 
must be exhibited. Co-operation gives good men a chance of showing 
What they can do, it rouses a healthy spirit of rivalry, and it absolutely 
defeats the man who talks but does nothing, To vet wool results cons- 
tant work and unremitting care and attention to business are abeolutely 


- necessary. Beyond doubt the institution of co-operative banks has 
done much to develop the business talent of the Provinces on lines 
mi which must have a profound influence on the fatare. 
* Then we have our annual Provincial Co-operative Conferences. 
These give men from the different Banks a chance of meeting each other 
i and eomparing views on the iumerous qnestions which are constantly 
i arising in connection with the development of the movement. The 
‘I arrangements for the first Conference were made by the Regivtrar: 
i Some doubts were expressed as to whether interest in the movement 
+ J was then sufficiently great to secure a good attendance. But more 
—* than 150 people were present, and the Conference was followed hy 


; some very valuable and remarkable results. Now we have a Conference 
Committee which is composed of un-officials who ,appomt their 
own Secretary and arrange all details in consultation with the 
Registrar. The holding of these Conferences has aroused a spirit 
of independent self-help which cannot but strengthen the move- 

* ment, 

At first we thought that it was too ambitious to turn our Central 
Banks into the more advanced co-operative institutions known as 
“Central Banking Unions.” We were strangers to the Joint Stock 
Banks ; ; but, in 1909, the late Mr. Deans, Manager of the Allahabad 
| Bank, gave us our chanee. And in the Government review of the 
: __ co-operative work for that year the Chief Commissioner said: “The 
om yea has witnessed a un important advance. The Sihora Central 
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| secs im thie development a very important practical contribution to 
ay. the vexed question of organization.” 

a Our village societies “with unlimited liability,” once started, 

" commenced to improve in quality and to show a spirit that had not 
been expected to appear so quickly, Accounts remained and still 
remain the one part of their business which societies are quite nanable 
to manage for themselves. From the ranks of the societies capable men 
commenced to appear ; and very soon the first type of Central Bank 
(of which societies were not members) will have vanished altogether. 
Societies hold shares and are members of Central Bankine Unions and 
they have a voice in their management and votes with which to make 
that voiee heard. I consnler this particular advance towards better 
co-operative organization to be far reaching in its consequences, and, as 
will presently be shown, it has enabled us to deal with the question of 
account-keeping in a way-which, bat for this co-operative development, 
would be decidedly dangerous. 

At first the Direetors of our Central Banks employed no paid staff. 
They had to master the details of their business before they could hope 
to be able to guide and manage paid staff; so, with the Registrar's 
assistance, they did all the work themselves. In all our young Banks 
we still follow the same plan and allow no paid staff until Directors 
have acquired solid practical experience, The Auditor on the . 
Government staff assists, of Course ; and, as a role, we find that until — 
Central Banks are advanced enough to employ staff the Government 
Auditor bas to. actnally write up the accounts of the eredit societies as 
well as audit them. We are fast gettingebeyond this very elementary 
stage ; in our well established banks the duties of Government are now * 
contind to supervision and audit, They do not extend to the actual % 
of new credit societies and the preparation of applications end 
for regintention, for the banks themselves are able to undertake this F 
work. Thanks to the fact that our Central Banking Unions have 
banded themselves together in the Provincial Union of co-operative 4 
Banks, whieh is a supervisory body formed to protect the movement J 
* from rash and unwise behaviour on the part of the individual ge ol 
- which are (3 their constituent societies) its members, we have been —* 
machinery by means of which co-operation may 
on safe lines with the assistance and =. the 
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In 1910 the movement commenced to grow rapidly. At 
the close of the year there were 280 rural societies with 7,622 
members, 8 urban societies with-1,247 members, and 12 central banke 
with 504 members. Capital reached the sum of Rs 5,02,080. Bat 
this growth brought now difficulties with it. When I became 
Registrar, in 1911, the movement stood in danger of starvation 
for want of capital, Deposits were not fortheoming ; stagnation 
Lae peri Un-official workers were asking how they could be expected 
male bricks without straw, and Deputy Commissioners wanted to 

— what.avas to be done. The Allahabad Bak was willing enough 
; to alvance money, but the Directors of that institution wery reason- 
ably asked, ‘How is a Joint Stock Bank to judge -the solvency of 
remote central banks which are strangers to it?" The case of the Sihora 
Bank was exceptional; for Sihora is close to Jabbulpore and to the 
local agent of the branch of the Allahabad Bank. T had long cherished 
the idea of a Provincial Bank as the tinal link between the Central 





ete Banks and the money market, But, in 1907, T thought that we 
— might, perhaps, be advanced enough for a Provintial Bank by 1927 ; 
— > for when the Sihora Central Bank started we scraped” together with 
ie the greatest difficulty, the enormous jnitial capital of Re. 2,000. And 
—9 most of the subscribers were sure that their money was lost to them 


for ever From the moment they paid for their shares. I had already 
* tried to organize two central hanks eleewhere and had failed. Un- 
< official workérs were, in those days, very few and absolutely new to the 
| 4" * work; and when, in 1909, I spoke to the Hoyx’pne Ma. Mupworkar 
F about my scheme for a Provincial Bank he told me that I would never 
succeed in floating it unless Government would furnish substantial 
guarantees, “Give us a Government guarantec”, he said, “and Berar 
will give youas much money as you require’. Much the same attitude 
wailed im the Central Provinces. However, by 1911 the position 
= oe had changed. Sémething had been done to show that these new-fangled 
— > — — sense in them and central banks had steadily 
— earned and paid moderate dividends. For the Provincial Co-operative 

» Beak capital of Rs 5,00,000 was asked for and was speedily over- 
** . Ao⸗t of the capital came from Jubbulpore, in which 
—— riot ¢ was firmly established. A great deal came from ° 
agpu —— the cordial assistance of Sin G, Al. Curmsavis; and 
t ie —— — in the Some J ‘Provinces. tee 
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were sympathetic; for they wisely perceived that co-operative banks are 
allies of and not rivals of the joint stock banks, and they aceopted the 
Provincial Bank as the link neeessary to complete the chain between 
the small and distant village society and the great money markets, 
The Provincial Bank has a strong Board of Directors with whom the 
Registrar works in close consultation. But at the request of the share- 
holders themselves, the Registrar has been exercising and must, for . 
some considerable time to come, exercise certain executive powers svhich 
are essential to the prompt disposal of business. Here again, it may 
be noted that the Directors of the Provincial Bank are being brought 
face to face with numerous problems with which, but for the Provincial 
Bank, they would not have had any chance of becoming acquainted, 
Edueation in co-operation is leading them along fresh and broader 
paths of knowledge and thought. With the opening of the Provin- 
cial Bank to deposits (an event which has quite recently ovcurred) and 
the strengthening of its connection with the money market we shall 
probably be able, before long, to organize co-operative mortgage credit 
societies for our landed proprictors, many of whom are complaining 
that co-operation has left them out in the cold. Whether they will co- 
operale or aot remains, of course, lo be seen, 

Before the Provincial Bank started work it was difficult and indeed 
almost impossible for the Central Banks to accept deposits with safety. 
Term deposits, if accepted, carry with them the necessity of meeting | 
all obligations to depositors exactly on the due dates. Anybody who . 
has hal actual experience of co-operative banking must be aware that. 
the requirements of societies cannot be made to fit in with a bank's 
liabilities to ite depositors. The provision of ample cash reserves or of — 
resources from which cash ean at once be obtained to meet withdrawals 
has to be made before deposit banking can be undertaken, ‘Such pis — 
vision the Provincial Bank has been able to make ; and so it has been 
possible for our Central Banks to turn their attention to deposit bank- 
ing. The results have been surprisingly good; and Central Bank . 
have been able to prove that they have the confidence of the pu ablic | 
and can — — amounts i in — — of Shs ney depo- — 
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be made according to one of the bye-laws of societies. Now societies 

: dislike this bye-law, and they try to disregard it. But after a 
year or so they commence to appreciate it ; and there are now grounds 
for hope that the practice of burying metallic money in the ground 
will gradually disappear. 

The idea of reserve funds ix a novel one to the societies ; indeed it 
was novel enough to Central Banks, many of which were eager to 
distribute as much profits in the shape of dividends as quickly as they 
could. The larger the first dividend the better, they thought, was 
the quality of their business and the greater the proof of their success. 
The value of the reserve funds is now more generally appreciated 
simply because enlightenment has come with the co-operative ' 

| movement. Another advance which is remarkable is the change in 
| attitude displayed towards borrowing as such. At first Central 
Banks paid far more attention to the borrower’s credit than to the 
necessity and nature of the purpose for which the loan was required. 
—— But Central Banks now understand, and so do societies, that 
ee, borrowing except for productive purposes is note calculated to induce 
| prosperity and to inercase agsects, A saner and better tee of credit is 
being made. Education in co-operation has had this amongst other 
effects on popular character. In some districts, too, a marked 
decrease in litigation is being attributed by District Judges to the 
spread of the co-operative movement ; and I know that a healthy 
public opinion has appeared in villages in which it had either never 
existed or had been dead or asleep before co-operation commenced, 
tis not i in financial statistice alone that the work which is being 
— is to be seen. Yet it cannot be too strongly insisted on that 
vitality depends on suevessful finance ; not, of course, on the earning 
of large dividends gained by the exploitation of the borrower to his 
: _deteiment, but on the effectiveness of that disciplined organization 
wi ms every man feel that he must do his full share of work and 
uit himself houourably of his duty. Co-operators have asked for and 
F ain Ts public support. They are trustees for public money, and 
_ itany veh tia mse ia ls confidence in the movement—I will go fur- 
rape cue in the fature of the country—will be shattered. 
T have already referred to our Union of co-operative banks. The a 
£ this Union are, +, as stated in its bye-laws :— 5 
a + regular —— — — of — 
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(1) to secure uniformity of practice and unity in effort and in 
aim amongst all co-operative bodies in the Central Provinces and b 
Berar ; 
~ (iit) to work for the common good of all co-operators and 


especially to see that co-operative business is conducted on sound, safe 
and progressive lines. 
The Central Banks each elect one delegate who is duly empowered 
to act and vote on their bebalf at the meetings of the Union Congress 
which is made up of these elected delegates. The Congress elects its 
own Governor, who may be the Registrar or any other duly qualified 
person. At present the Registrar is Governor, and, as such, he 
nominates from the Congress members his own advill@ry council of 
four, The Governor's term of office is terminable agjy by his death, 
resignation, or the vote @f a two-thirds majority of the Union . 
Congress. The Manager of the Provincial Bank is Secretary of the 
q Congress, er-offero, Every Central Bank ons¢t submit an annual 
budget to the Governor showing — 
(i) the name and fhe number of pad servants to be maintained 
by the Bank and its societics during the ensuing year; ~ ; 
(ti) the salaries to be paid to such servants (a) by the Bank, 









and (b) by societies ; * 
(iii) the ——— sums to be expended on ——— a 
printing, ete., for the Bank and its societies ; * 
(iv) the means by which it is proposed ‘to raise the funds to meet —* 
these expenses, * * 
Our Central Banks, of course, meet their éxpens®l and pay their — = 






Managers, Inspectors, Accountants, etc., from the income they — * 
derive from interest; ef, it must by noted, from the interest on —— 
reserve funds which is left to accumulate i in reserve. But the borrowing — 
societies carry the whole of the difference betweon the rates of interest ae FJ 
paid by societies and their individual members, as well as all profits 
on deposits and on accumulated reserves, to their reserve fands, which Ar 
we fully recognize must be strengthened with the least possible delay 
by all the means at our disposal, me tr grater poption i 
fast; at any rate until reserves bear a far greater proportion to — 
Sinconpthge sehr mt res Meanwhile, | —— 
a⸗ — ann 
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Banks have, almost without exception, adopted a simple rule under 
which each individual member of every sonety pays an annual Union 
subscription of Re. 1, This is an absolutely inclusive charge and, in 
returo, a trained and eflicient staff is maintained for the special 
purpose of writing up the accounts of the societies, while all stationery, 
is also supplied. Under this scheme in our advanced hanks, 
to every circle of 100 societies is appointed a Union Auditor. Union 
Auditors are under the sole direction, control, and discipline of 
the Governor of the Union ; by him they are appointed and by him 
dismissed ; they work under the Goverament Auditors, and no man 
can be employed to audit unless he is recognized by the Registrar 
undor Section 17 (i) of Act 2 of 1912. For every circle of fifty 
societies a Unjon Mohurir is employed. Union anditors are in a 
class alone, but they as well as Mohurirs are paid by the societies and 
in this important respect they are distinct from und staff 
Qwhich is, of course, also Uurow staff). No pains are spared to make 
societies understand that the men they pay are their servants and 
not their masters. Societies are learning this very readily ; and they 
are quick to detect and to complain of any shortcomings on the part of 
their servants. It has already been pointed out that societios have 
votes in the Bank which they belong to ; and it is this control whieh 
societies possess over a Bank’s affairs which renders it safe to employ 
Union staff. Were societies merely the customers of a Bank and 
not its proprietors I believe that this paid staff would speedily become 
a colourable imation of the subordinate Government «taff,—the 
Patwari, the Irngation Amin, and the rest. Edueation in co- 
operation is revealing many things to the humble peasant, and the 
revelation connot fail to have a stimulating and purifying influence on 
rural politics and environment, 

The formation of the Union, itself a product of education in co- 


operation, has had and is having a very satisfactory and remarkable 


influence on the quality of the work done by co-operative banks. 
Regularity and strict attention to essential banking detail is replacing 
spasmodic effort and uupunctuality. Our banks have got far to 
before they are perfect; but if they ever develop into model 
titutions, as I hope they will, it is to the Union that they will owe 
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increase steadily as the years pass. 
follows :-— 
“Every Central Bank shall, with its constitaent societies, make 
an annual contribution to the permanent and indivisible 
funds of the Union, Such annual contribution shall be a 
sum not less than 25 per cent. of the annual expenses 
budgeted for." Then follow these bye-laws — 
“The annual contributions specitied in bye-law 15 shall be allotted 
to the respective Central Banks making them and Central 
Banks shall employ the whole of the money so allotted in 
an increase of their share capital, ” 
“Share capital thus obtained by Central Banks shall be employed 
by them in their own co-operative business, but shall be 
held by them on behalf of the Union and the shares shall 
stand in the name of the Union, ” 
“The dividends earned by Union shares shall be paid to and 
invested by the Governor of the Union in Trustee Securt- 
ties to form a Famine Insurance Fund to accumulate at 
compound interest,’ “In the event of famine or wile- 
spread crop failare and consequent tightness in the money 
market the financial resources of the movement may ' 
seriously contract. To provide for such a monetary erisis t 
the Governor of the Union shall have power to make | 
loans out of the Famine Insurance Fund to the Provin- : A 
cial Co-operative Bank in time of need at the average rate a 
of interest at which the Provincial Bank was obtaining — 
loans from the money market during the preceeding: twelve 
months. Such loans shall be of the nature of temporary 
advances only and the Provincial Bank shall bind itself. torts tae 
recoup both principal and interest to the Famine Insu- 
“ance end ae nce — money market ———— * 
again. — 
The spirit of these bye-laws is the spirit of pradent — aa 
have not been blinded by a new enthusiasm to their duties as servants 
of the publie. Nor has the Union failed to — ata te =O 
will be spent entirely in the servie * 
— withont a Unic 


Union bye-law No. 13 rune ae 
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salary ; compound interest at 6 per cent. is allowed on these contribu- 
tion and is credited to each account. Dishonesty and gross neglect of 
duty are punishod by forfeiture of all claims to any share in the Provi- 
dent Fand. Before full privileges in the Fund are allowed 15 years of 
approved service must have been completed : while special rewards are 
promised to service of exceptional merit and length. Such, in brief 
outline, is the Central Provinces Union of Co-operative Banks which, 
unless Tam absolutely mistaken, will help not a little in the advance- 
ment of popular education on practical co-operative lines. 

In conclusion IT must mention the valaable work being done by eco- 
operative banks in the technical improvement of agriculture and indus- 
tries. Through the channels opened out by Central Banks, by their 
agency and with the assistance of their Directors, the experts of the 
Agricultural and Industrial Department, whose task, as we all know, is 
one of extreme difficulty, are steadily getting into touch with societies 
of men willing and prepared (though by no means perfectly prepared) 
“4 - tolisten to them. This satisfactory result has been gained because, 

* through Central Banks, communication has been fendered possible with 
if the small individual cultivator or artisan in his isolation, and his igno- 
rance. From their Central Banks, moreover, societies jean obtain 
on equitable terms, the funds for better seed, better implements, and 
a hetter cattle, and better silk, better yarn, purer metal, without putting 
if their heads into the noose which that aniversal person, the usurer, knows 

so well how to slip tight at his own convenience. If lack of wholesome 

credit stood in the way of agricultural and industrial improvement a 

few years ago it need do so no longer. And as popular education in co- 

operative methods progresses the efforts of the Agricultural and Indus- 

trial Department must become more and more effective. Our best 
banks are already thinking of having their own small demonstration 
farms: which can easly be inspected and guided by the Agricultural 
; — "Department. These farms will adjoin the new buildings which banks 
— wmust build themselves before very long, and thus situated they will 
serve | as continuous object leasons to the many thousandsjof cultivators 
— who come to the Central Banks for money. I have already been asked 
Tad — people why co-operative banks should undertake 
—— —— My reply is that in the best and most suecessful 

1 business the seience of philanthropy has been found 
arr — — From the purely business point of view 
hat wl ay co-aprtv an o make poplar lain 
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part of their programmes. I think I can quite safely go further than 
that and say that unless co-operative banks do make popular education 
part of their business they will decay just as rapidly as they have 
sprang up. I take exactly the same view of the industrial. aspect of 
co-operative work. Commencing, quite simply, with socictics for eresdit 
ani thrift, Central Provinces weavers are turning out better and more 
marketable staff and are already buying raw materials wholesale. They 
have just commenced to think of co-operative . sale ; and they 
are asking for the fly shuttle looms they flatly refused to 
consider only two years ago, Brass and bell-metal workers are 
difficult people to persuade ; but even they are commencing to use 
stamping presses and improved lathes specially designed for their needs 
by Mr. Cove, Headmaster of the School of Handicrafts in Nagpur. 

These are encouraging signs; and there can be no doubt that 
as the. co-operative credit and banking machinery’ becomes more 
efficient, faster, and less clamsy in operation, co-operative enterprise 
will extend to the production of superior varieties of wheat and 
cotton, to the breeding of pedigree cattle, to the Gontrol and mange- 
ment of cotton gins to the wholesale disposal of manufactured articles, 

to the production of pure seed of guaranteed quality and germination. 

We are already doing something to direct popular effort in these 
directions. But I hold that Government need be in no hurry to ines 
troduce these schemes for they will be found knocking at the door as 
soon as our banking and credit arrangements are in order, 

* A little first-hand knowledge of co-operative work has an excellent 
effect upon those who form, upon theories and book learning, opinions 
which are too optimistic or too pessimistic. In _co-bperative: affairs 
simple facts count for so much; and Registrs deal | 
things as they are and not as they ou: 






— and — 


always continue to be, —— * 
1 have already sid, the co-operative movement can —— 
——— ee nk 
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not allow that aimless drifting which is certain to end on the 
recks of monetary lows, It is essential that a Registrar should properly 
approciate the means at his divposal and be definite in his purposes and 
aims. For when all is said and done, it is the Registrar who has to 
frame the policy of co-operative banks; and it must be his care to 
make this policy generous and comprehensive. There has of recent 
years been much discussion on all sides as to what Registrars should 
do and should not do, Similary, there has been much argument as to 
the exact part which Government should take in the co-operative 
movement. This paper has been written in the hope that an account 
of our development and our experience in the Central Provinces may 


assist in the solution of these problems. I have tried to show that 
where officials and unofficials have worked earnestly together for the 


cause, there, and there only, have good results been obtained. Where 
ou the other hand, each co-operation has unfortunately been absent 
nothing has been accomplished. It appears to me that the future of the 


co-operative movement in India depends upon the continuance of an 
equitable partnership between the State and people, and I believe 


that this will become more and more evident as our co-operative 


education proceeds. That popular effort will speedily gain in strength 
and yolame must be our pious wish. 

















[Ertracts from the Moral and Material Progress Report of India, 
Decennial Issue, IDI3, pp. 219-52. ] 


Co-orenaATivE Crepir Socteries. 


The Co-operative movement in India is a recent development, due 
to action taken by Government. It has hitherto been concerned 
almost exclusively with credit societies, though activity in other 
directions i beginning, The movement is not confined to 
agniculturists, but it was with a view to their benefit, mainly, that 

societies were started, and the great bulk of the societies are rural. 
It may safely be said,also, that no line of advance offers greater 
possibilities in the way of the improvement of agriculture. 

The possibility of improving the credit of the rural population in 
India by the establishment of a system of Co-operative Credit 
Societies had, at the beginning of the period under review, been for 
some time engaging the attention of the Government of India. The 
question had previously been taken up independently in some 
provinces, and in some cases practical steps had been taken. The 
most striking development of the co-operative principle on indigenous 
lines had taken place in Madras, where the afddis, described as mutual 
loan funds, had attained on the whole a very considerable degree of 
success, In spite of numerous failures due te fraud, ignorance, the 
unsuitability of the law, and the absence of supervision. There were 
in L9OL over 200 niddcs, with 36,000 members and a subscribed 
capital of £1,700,000. They found their clients, however, among a 
more highly educated and advanced class than the mass of the 
agricultural population, to whose needs their constitution was not well’ 
adapted. In other parts of the country the societies that had been 
started had hardly passed the experimental stage, In the United 
Provinces steps had been taken in 100, at the suggestion of the 
local Government, to establish societies in many districts ; in the 





officers on their own initiative, and in Bengal severa 





Punjab a few societies had been formed about 1898 — — 
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Governments and of the experience already gained in the provinces 
referred to above. The report of the Committee was laid before 
Parliament. Tt was now apparent that no real advance wae possible 
without legislation, the elaborate provisions of the Companies Act 
being wholly unsuited to societies of the kind in question. Legislation 
was therefore undertaken with the object, firstly, of taking such 
societies ont of the operation of the general law and substitating 
provisions specially adapted to their constitation and objects, secondly, 
of conferring upon them special privileges and facilities, eo as to 
encourage their formation and assist their operations, and, thirdly, 
as a necessary corollary, of taking precautions against the improper 
utilisation by speculators and capitalists of priviluges not intended 
for them. 

Legistation.—A Co-operative Credit Societies Bill was accordingly 
introduced in the Governor-General’s Legislative Council in October 
1903, and passed into law as Act 10 of 1904. In view of the wide 
diversity of conditions in India, and the experimental nature of the 
measure, simplict(y and efastrerty were kept in View as cardinal points. 
Broad principles were laid down, and certain precautifns insisted on, 
iP subject to which, and to rules to be made by local Governments, tn 
f the same spirit, in accordance with local needs, the people were to be 
left to work out their salvation on their own lines, the function of 
Government being confined to sympathy, assistance and advice, The 
‘object of the Act, as stated in its preamble, was “ to encourage 
thrift, self-help, and co-operation among agriculturists, artisans, 
and persons of limited means,” Local Governments were em- 
powered to appoint provincial Registrars of Co-operative Credit 

Societies, whose duty it would be to scrutinise applications for 
4. 1 under the Act. Subject to the provision that any 
* soc ation of not less than 10 persons might be registered by the 
“spe pecial Lorder of a local Government, the Act laid down that a society 
Sy Ped comsiet of persone residing in the same town or village or the 
: » group of villages, or, subject to the sanction of the Registrar, of 
— * — toed easte, Societies were classed as 
i — “urban ", and it was jaid down that four-fifths of the 

mer ——— first case, agriculturists, and in the second, 
ae acriculturists. Tn the case of raral societice the liabrlity of 














as its object the promotion of the — — — 
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societies, liability might be either limited or unlimited, as might be 
prov ided by bye-laws or rules male under the Act. Profits, in the 
case of a rural society, were, in the first instance, to be carried to a 
reserve fund, or applied to the reduction of the rate of interest, and 
& bonus might be distributed only when requirements in these 
dirvctions had been fully met; urban sovieties were also to carry at 
least: a quarter of the annual profits to a reserve fund. Loans were 
to be made only to members, or, subject to the consent of the 
Registrar, to a rural society. Limitations were placed on the interest 
ina society that might be held by a single member, and on the 
transfer of shares. Privileges included the exemption of a member's 
shares or other interests in the capital of a society from attachment 
for private debts, the grant to societies of a measure of priority over 
ordinary creditors in enforcing claims on crops, cattle, &e., and v 
provisions for exemption, at the discretion of the Government of India, 
from income tax, stamp datics, and registration fees. Provision was 
made for compulsory inspection and audit by the Registrar, for 
compulsory dissolution, subject to appeal to the local Government, 
and for liquidation under a simple procedure, Finally, wide rule- 
making powers were conferred upon local Governments, 

The development of co-operative societies during the period under 
review took place under the Act of 1904, but in the last month of the 
decade the Act was repealed and replaced by the Co-operative Societies 
Act (Act 2) of 1912, which introduced important changes in the law. P 
Experience had shown that, in spite of the simplicity and elasticity of 
the earlier Act, there were certain respects in which it was desirable 9 
to extend its scope, and some points in regan] to which amendment 
of the detailed provisions was required. The first change made is J 
indicated by the difference between the titles of the two Acts, With = 
the spread of co-operative credit societies, there had arisen in. many 1% 
parte of India a desire to initiate other societies of a co-operative type, — 
having for their aim the production or distribution of — — 
and not merely the provision of credit. The new Act —— 
provides for the registration ups the: At —— 
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unlimited liability alone being retained. The principile that agricultural 
credit societies must generally be constituted on the basis of unlimited 
liability is retained, but with a view to bringing within the provisions 
of the Act societies that have grown up and done useful work in some 
parts of the country, the distribution of profite by “anlimited” 
societies is allowed in cases where this course is sanctioned by the loeal 
Government. The fourth new feature of importance in the Act of 
1912 is that it provides for the formation of societies the members of 
which shall be other co-operative societies. The grouping of societies 
in this way into unions, and their financing by means of central 
banks, is an essential feature in European systems, and action on these 
lines had already been found feasible in most provinces of India. The 
other changes introduced by the new Act were of less importance and 
do not call for special notice. 
Progress of the Co-operative Movement.—The provincial Registrars 
. appointed after the passing of the Act of 190+ were expected not 
only to carry out their formal duties under the Act but also to foster 
in every possible way the growth of the co-opbrative movement. In 


— the instructions issued by the Government of India, local Govern- 
i ments were invited to select a few districts in each province in which 
theexperiment might be most hopefully tried, and it was pointed out that 
i it would be advisable to start cautiously and to progress gradually, 


Stress was laid on the necessity of reducing restrictions to a minimum, 
; so that the people might be encouraged (subject to certain necessary 
— safeguards) to work out the problem on their own lines with such 
| guidance and help as could be given to them. 
When the Act was under diseussion many doubts and fears were 
As expressed. These have in great part been dispelled by subsequent 
experience. It has been found that the root of the matter does exist 
in Tadia, and that Indians will co-operate, that unlimited liability is 
Neer ) bugbear, ‘that societies have sueceeded in attracting capital, 
and that they have not found the absence of a summary procedure an 
3J 7 piers le diffieulty in the way of collecting their debts. Making 
= every: allowance for the facts that India has been able to profit by 
~ the | cperie f grained in other countries, and that the pioneer work 
has bee en done by the State and not by individuals, progress has 
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The hnes of development have been different in different parts 
of India, but the same general questions have arisen. It soon became 
evident that the futare of the movement depended on the successful 
solution of the two connected problems of finance—+.c., (Ae provision 
of funds—awd anpervision, The main obstacle to expansion in the 
earliest stages was the difficulty of attracting outside capital, and, on 
the other hand, the limits of personal supervision by the Registrars 
were soon reached, The importance of avoiding anything like a 
general oflivialising of the co-operative movement has always been 
kept in view, and development was intended to proceed along lines 
which would render it possible for societies to provide supervision for 
themselves. It was recognised that the combination of village societies 
for the purposes of finance and control was as important as the combi- 
nation of individuals, and that such combination was intimately con- 
nected with the problem of giving them access to the outside money 
market. Pending the solution of these problems, the policy generally 
adopted by Registrars was one of consolidation rather than extension. 
The ideal held up was the formation of societies into local and central 
unions which would not only finance their own societies but also super- 
vise them and eneourage the further growth of the movement. So 
far as finance is concerned, there are now in all provinces a number 
of “central” societies, which lend to other societies only, and are estab- 
lished for that purpose. As regards supervision, progress has been 
made in varying degrees in the direction of the ideal above referred to. 
“Unions” have been formed in many parts, some of which exercise 
supervisory functions only, while others, such as the “Central Bank 
ing Unions” of Bengal, also finance their affiliated! societies. 


In Bombay a new departure was made in 1911 in the form of a 


central bank—the Bombay Central Co-operative Bank—with a Govern- 
ment guarantee for the interest on its debentures. The bank, which 
was founded on the initiative of leading local capitalists, lends only 
to co-operative crodit societics, subject to the approval of the Registrar, 
and at a rate of interest which must not exceed 8 per cent. It was 
registered in October 1911 as an urban society. 
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in many other ways the desired combination has already been brought 
into play. 

Satisfactory features of the general development of the co-opera- 
tive movement in India have been that only a small proportion of the 
capital of the societies has been advanced by the State, that the purposes 
to which loans have been applied have been almost entirely productive, 
and that loans, generally speaking, have been punctually repaid. The 
rates of interest charged vary, «but are considerably lower than those 
charged by local money-lenders; it is estimated that, at a low compu- 
tation,the agriculturists of India are saved £100,000 in interest 
charges for every £1,000,000 lent out by co-operative societies. 


= 














Eayrtianw Sysrem or MAKING LOANS To AGRICULTURISTs. 


[Ertracts from the Report on the Administration of Egypt and the 
Sondan, 1895) 


The Government bas done something to aid the cultivators. In 
1894, they received advances of 5,000 ardebs of seed (1 anleb 
=2067lbs.) ; in 1895, the quantity was increased to 8,000 ardebs. The 
reason why advantage is not to a greater extent taken of the offer made 
by the Government in this connection is, that the cultivators are but 
too often so deeply pledged to the petty money-lenders that they are 
unable to resist the pressure, which these latter naturally bring to bear 
on them, to abstain from asking for advances of seed from the Govern- 
ment, 

The remedy whieh would probably be the most popular amongst 
the land-owning elasses in Egypt, and which has, in fact, frequently 
been suggested to me by several leading Egyptians, would be to esta- 
blish a Government Land Bank, which would redeem the whole, or 
nearly the whole, of the present mortages, and would for the future 
alvance money at reasonable rates of interest on the security of the land. 
Those of my native friends who have spoken to me on this subject 
scarcely appear to realize the grave objections which may be urged 
against a project of this description, nor the very large amount of 
capital which would be required to carry it into execution. Apart 
from the fact that it would result in the Government becoming the 
creditor of a large part of the population, which is, perhaps, scarcely 
desirable on political grounds, it is to be observed that, in order to 
attain the object in view which is, I conceive, to afford permanent 
relief to the land-owning classes, another step would have to be taken, 
namely, that all private mortgages upon land, on the sceurity of which 
the Government had advanced money, should be declared invalid, Un- 
less this were done, a large number of cultivators, after having 

















borrowed at a low rate of interest from the Government, would — place — af = 
second, third, and fourth mortgages on their land on aceon t of | ane 
contracted from money-lenders at high — ee tore to assert 


— ——— — — of af 








PROVISION OF BORNOWING FACILITIES. 451 


I need hardly add that any such radical legislation as the total 
abolition of the right of mortyage save with a Government Bank is 
quite out of the question. 

There remains, however, another remedy which is more worthy 
of consideration, Ido not say it will save the hopelessly improvident 
cultivator, but it may afford an opportanity to those who are not hope- 
lessly improvident of saving themselves. 

It would be desirable that some respectable banks should take up 
the class of business now almost exclusively in the hands of the petty 
money-lenders. I have reason to believe that they have so far 
abstained from doing so because the business is very troublesome, and 
more especially in view of the large staff of agents, required—not over 
luerative. There can, I think, be no valid objection to the Government 
acting as pioneer in an enterprize of this sort. Acting on this belief, 
the Egyptian Government has recently decided to devote £ E. 10,000* 
to advances in sums which are in no case to exceed a maximum of 
10 in the aggregate, or of £ 2 per feddant. The rate of interest will 
be 6 per cent. No advances will be made to proprictorse of over 5 
feddans. The formalities to be gone through in order to obtain an 
wivance will be of the simplest description. 

It has been notified that the Government has no intention of 
embarking upon banking operations on a large seale, They merely 
wish to make an experiment in a few selected districts. It will depend 
on the results of this experiment whether at some futare time an 
endeavour i is made to come to some arrangement with a private bank 
with a View to more extended operations. It is impossible to feel 





very sanguine of success, All that can for the present be said is that 
‘the experiment seems worthy of trial. 








[Extracts from the Report of 1896. 


“The experience gained has convinced me of the great benefit 
that an agricultural bank would be to the smaller cultivators. The 
experiment made this year has not only been a great boon to the 
villages where the advances were made, but has had the effect of 
making the money-lenders in the neighbourhood reduce their rates 
of interest considerably, and has opened the eyes of the fellaheen 
to the possibility of money being procured at more moderate rates.” 

On the whole, I think it may be said that the experiment has 
proved sueceessful, but I must repeat that it is quite impossible for 
the Government to undertake operations of this sort on a large 
seale. It remains to be seen whether any private bank or banks 
will take the matter up. I hardly feel sanguine that they will do so. 

I may mention in connection with this subject that during the 
year 1596, 8,450 ardebs (an ardeb=267 Ibs.) of specially selected 
seed was Ad to the cultivators by the Government at P.T.* 58 an 
ardeb. The purchase-money was made payable in three equal instal- 
ments spreal over the last quarter of the year. Money-lenders 
were at the same time advancing inferior seed at from P.T. 70 to 
100 an ardeb, payable at the time of crop. 

It is worthy of consideration whether the system of Government 
advances of seed should not receive some further extension. 
















[Fertracts from the Report of 1898.| 


As an experimental measure, the Government at one time advanced 
£ E. 10,000 itn small sume to the fellaheen. The experiment proved 
sufficiently successful to afford encouragement for private enterprise 
to enter this field of action. The Egyptian Credit Foncier consented 
to lower the minimum amount of ite advances to £ E, 100. Inas- 
much, however, as the advances made by village money-lenders are 
generally in small sums of less than & E. 10, it was evident that the 
limit of & FE. 100 was still too high to reach the majority of those 
whom it was desirable to relieve. 

A further tentative step has now been taken in the direction of 
dealing with this question. The newly-created National Bank is 
about to make advances of small sums up to £20 at 9 per cent. 
interest. Further, the Bank offers advances up to £ 100 at the same 
rate of interest, to those who wish to pay off their old debts ; repay- 
ment to the Bank will be made in five yearly jostalments due in 
October of cach year, that 1s to say, at the time the cotton crop is 
gathered. All such advances will be reported to the Government, 
who will instruct the tax collectors to enter them on the ‘Wirdes,"* 
and effect the recoveries with the taxes. 

The 9 per cent. interest will be distributed as follows : 1} per 
cent. will be paid to the local agents of the Bank ; 4 per cent. will 
go to the tax collectors ; the remaining 7 per cent. will be retained 
by the Bank, which will be put to some expense, notably in the 
direction of appointing a thoroughly trustworthy European Lospector, 
who will visit the villages and control the action of the local agents. 
The. services of an official of this description are indispensable. 

ent will, for the present, be tried in one district only. 

~ Should it. ‘prove: successful, the Bank will be prepared to extend its 
"operations. 

As the fellaheen at present habitually borrow money at exorbi- 





| tant rates of interest—sometimes as high as 40 per cent., and even 
— is probable that advantage will will be taken of the terms 


amounts due for land tax and the dates at which payments should be 


— — in the possesion of each landowner, setting 
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now offered, But | must repeat what I have said before on this 
subject, namely, that the measures now in course of execution must 
still be regarded as wholly experimental. The relations between 
the money-lenders and the cultivating classes, which are véry similar 
in character in all bavkward agricultural countries, constitute an 
economic problem of extreme difficulty. Iam not aware that any- 
where a thoroughly satisfactory solution of this problem has been 
found. Itis,in fact, impossible to feel sanguine of the success of 
any protective measures devised with the object of safeguarding the 
poorer class of cultivators against the consequences of their im- 
providence. In the present instance, all that is possible is to give 
the cultivator a fair chance of escaping from his financial embarrass- 
ments ; but no measures devised by the Government can prevent his 
incurring fresh pecuniary obligations of a nature to frustrate the 
intention of the seheme now contemplated on his behalf. Iam well 
aware of the force of these arguments. They do not constitute a 
sufficient reason for total inaction ; but they enjoin watehfulness, with 
a view to deciding, by the light of the practical experience which 
will eventually be gained, whether it will or will not ——— to 
continue the experiments now in course of progress. 
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[Ertracts from the Report of 1899.) 


The experiment, however, was sufficient to show both that the 
fellaheen would willingly avail themselves of whatever facilities 
could be offered for borrowing at a low rate of interest, and that ” 
the practical difficulties in the way of recovering the principal and 
interest, on a number of small loans, thongh considerable, were not 
insurmountable. 

The next step taken was to induce the Egyptian Credit Foncier to 
lewer the minimum amount of its advances to £ E. 100. This 
measure was practically unproductive of result, the minimum being 
still too high to meet the requirements of the mass of the borrow- 
ing classes. 

The establishment of a National Bank in 18958 enabled a further 
experiment to be made under circumstances which were more favour- 
able to success. Indeed, one of the main reasons whigh indneed the 
Government to assent to the creation of this Bank was a desire to 
facilitate the treatment of the question now under diseussion. 

The Belbeis district in Lower Egypt was chosen as the field 
of operations. This district consists of sixty-eight villages. In 
®eizhteen of these the land is held by large proprietors. During the 
spring and early summer of 1599, 1,580 advances amounting in all 
to £ E. 4,780, were made by the Bank in the fifty villages where the 
—— ia land is held in small lots. These loans were all repayable in the 
} autumn. The result, I am informed by Ste Evwis Parswen, the 

Governor of the Bank, “has been thoroughly satisfactory ; the whole 

of the money due in the year was collected by the Govenment tax- 

collectors.” 

I should explain that the debts of the fellaheen may be divided 
into two distinct pine In the first place, it isa very general 
practice amongst the Egyptian cultivators to borrow small sums in 
—— the year and to repay the loan and interest in the 
auton nn, after the cotton has been sold, In the second place, loans 
larg : longer duration are, for various reasons, 
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the first of these two categories. It is the second class of loan 
which is most onerous to the population generally, for the rate of 
interest usually charged by the village money-londers is so high 
that the cultivator, having once borrowod money, but too frequently 
finds himself involved in inextricable financial difficulties as the 
result of a loan which may originally have been for no very consider- | 
able amount of money. 
Guided by these considerations, the Bank consented to make 
870 loans, amounting in the aggregate to £ FE. 26,720, and repaynble 
in five yearly instalments, to the cultivators of the Belbois district. 
In all these eases the money was advanced to persons who were 
already indebted, and who were thus enabled to effect a commutation 
of their debts on favourable terms. 
It is probable that the business has not so far proved sufficiently 
remunerative to the Bank to compensate for the very considerable 
amount of trouble and expense involved im dealing with a number 
of these petty transactions. This, however, is due partly to the fact 
that the operations Have so far been conducted on a small scale. 
The expenses, “which are considerable, owing to the absolute 
necessity of employing trustworthy and competent supervising: 
agency, will, of course, proportionately decrease as the operations 
extend. 
It was felt, however, that no permanent suceess could be attainede 
unless the philanthropic considerations which cluster round the 
treatment of this subject were so far discarded as to place the matter 
on « sound commercial basis, and thus insure to the Bank an adequate 
remuneration for their capital outlay, The Government therefore = __ 
consented to allow the Bank, in addition to 9 per cent., which is the 
highest rate of interest allowed by law, to charge a commission of 
1 per cent., which will go to their local agents in the villages, It is * 
estimated that, of the 9 per cent., which will be received by the 
Bank, about 3 per cent. will go in expenses, leaving a net profit of 
6 per cent., from which, however, any loss incurred by bad debts will 
have to be deducted. : | ths 
This arrangement, I hope and believe, is of a nature to 
interest the Bank in the extension of the echeme. In fact, the — 
Bank has now consented to extend its operations to three more 
districts. £ E. 100,000 will be advanced in these'districts, of which 


£ FE. 25,000 will be devoted to loans repayble within the year. The 
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balance of £ £.75,000 will be leat on mortgage, the loans being 
repayable in five yearly instalments, 

The popularity of the measures recently taken in the Belbeix 
district is sufficiently shown by the numerous requests which have 
been received by the Bank from persons residing in districte whieh 
have so far not been comprised within the sphere of operations, 

I must, however, repeat the warning which I have given on 
previous occasions when dealing with this subject. The project is 
stillin an experimental stage. Its ultimate suceess, considered in 
the light of a possible solution of a very important and diffieult 
economic problem, depends on whether the majority of the cultivating 
classes, having once been relieved from any very «onerous debts 
which they may have contracted, will or will not use the comparative 
financial freedom thus acquired to plunge again into operations from 
which it will be extremely diffienlt, if not altogether impossible, to 
extricate them. 
ie It would be premature at present to express any confident opinion 
a on this point, Such little evidence as is forthcoming, however, 
rather points to the conclusion that it is erroneous to suppose that the 
Egyptian fellah will almost invariably incur debt ap to the maximum 
amount of his credit. I do not doubt that a certain number of 

Itivators, after they have commuted debt on which they are perhaps 
ing interest at the rate of 40 per cent., or even more, into one on 
"Which they will pay 10 per cent., will use the margin of income thus 
rendered available in order to contract further debt ; but I contend 
that the present scheme may be considered a success if the number of 
y Be. individuals who adopt this ruinous procedure constitute the exceptions 
Zz rather than the rule. 
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property, and when the demands of the tax-gatherer were not merely 
excessive, but also uncertain and capricious. But any one who has 
seen much of the fellaheen population can bear testimony to the fact 
that they are a very hard-working and industrions race, who are 
keenly alive to such matters affecting their own interests as they 
clearly understand, 

I know of no reason for holding that, as a class, they are 
irretrievably thriftless, In any ease, no harm can be done by 
affording them a fair opportunity for shaking themselves free of the 
debts by which they are but too often burthened, and thus giving 
them a starting-point for the exereixe of economy in the future, 
Without, therefore, taking a more sanguine view than would be 
justified by the present facts of the situation, it is permissible to hope 
that the arrangements now made will be productive of some real 
benefit to the mass of the cultivators in Egypt. 


Should the operations conducted during the present year afford 


anfficient encouragement in that direction, it is to be hoped that 
the sphere of petty loan operations will be gradually extended. In 
that case, as the sums advanced will be locked up, it will be 
necessary for the National Bank to inerease its capital. 





Tue main Fearunes ovr trae Eovertan Sysrem. 
[Extracts from the Report af 1899.) 
There are, broadly speaking, two methods of dealing with this 


problem, which, in spite of local differences, presents much the same 
features in all countries where a backward agricultural population 
is brought in contact with those modern principles on which the 
relations between debtor and creditor are based in all civilized 
countries, 
The first is to protect the cultivator from the possible consequences 
of his own improvidence, ignorance, or carelessness by profeetive 
x legistation, which is devised so that, in one form or another, his 
freedom of contract is curtailed. 
| The other is to dispense with all legislative measures of a 
> protective character, and to seek fora solution by giving to the 
—— cultivators facilities for borrowing at reaxonal le rates, paud thas both 
affording an opportunity to those who are already embarrassed of 
shaking themselves free from the grip of the usurer, and at the same 
time providing a means to those who have so far escaped financial 
embarrassment of maintaining themselves in a position of solvency. 
[need not here discuss the merits and demerits of these two 
methods. It will be sufficient for my present purposes if I state 
that the second has been adopted in Egypt in preference to the 
_ first. method. 
‘There is nothing novel iff the principle. Land banks have for 
sens time past existed in many countries. Such an mstitution, 
| lor the name of the “Credit Foncier,” was established some years 

















t Cairo. Ihave explained in my previous Reports that this 
institu tion, th ughin many respects of great utility, did not ard 
im solution of the special problem now under (discussion, the reason 
_ — t the ; minimum advance made by the “Credit Foncier” was 
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Money may be advanced to the cultivators eithor by the Govern. 
ment or by a private bank. 
The objections to purely Government action in Egypt are twofold, 

In the first place, the Government could not, without much incon- 
venience, have provided the necessary capital, In the second place, 
the officials of the Government have not the time to go amongst the 
villagers and seek out those who are in want of loans. Even if they 
had the necessary time at their disposal, it is not altogether desirable 
that they should be employed on work of this sort. Further, they 
have no personal pecuniary interest in the matter. When it has been 
publicly notified that, on application to some Government authority at 
a certain time and place, small loans may be obtained on certain 
conditions, the Government officials naturally enongh, think that they 
have done all that is required of them. In Egypt a measure of this 
sort would not suffice to wean the cultivators from their long-establish- 

ed habits, They would continue to resort to the usurer, and to borrow 

money at, perhaps, 40 per cent. although a notice might be posted in 
the villaze informing them that, by walking a few miles, they could, 
on certain conditions which they would often fail to understand, 
borrow at 10 per cent. What was required was that some trust- 
worthy agents should seek out clients, and explain to a large number 
individually the advantages of the plan offered for their acceptance. 

The Egyptian Government did, indeed, act as a pioneer in this matter. 

In 1596 it advanced a sum of £ E£.10,000, confining its operations to 

a small cluster of villages, But although the experiment proved 

successful, in sv far as the recovery of the money was concerned, enough 
was learnt to shew that if the scale of operations was to be extended 
resort must be made to private enterprise. 

On the other hand, the employment of private entorpeise ix not 
without its special disulvantages. The main obstacle, which stood 
in the way of its employment in Egypt, was that no Bank possessed 

the administrative agency necessary to insure the punctual collection: 
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Under these circumstances, an endeavour was made to device a 
plan which would combine the advantages and obviate the disadvan- 
lages of the two systems. ‘This was done in the following manner. 
The Bank incurs the whole financial responsibility of the undertaking. 
It takes all the profits, and bears all the losses. The Government has 
no direct pecuniary interest in the operations. The Bank, also, 
through ifs own agents, does all the work of lending. In every 
district in which operations are undertaken an agent is appointed, who 
receives a commission of L per cent. per annum on any loan that he 
may make. These agents are placed under the general supervision 
of one English inspector. I wish to draw particular attention to this 
latter detail, as it is an essential part of the scheme. The success, 
which has unquestionably been attained, is mainly due to the faet 
that he constantly visits the villages where operations have been 

: : undertaken. He speaks Arabic well, and thoroughly understands 
i. the habits and customs of the people. He is thus able to control the 
local agents, both in the interests of the Bank and of the borrower 
and he isable to explain verbally to the latter the precise nature of 
— the transactions in which they are engaging. 
| It is only when the stage of repayment is reached that the Govern- 
ment steps in. The tax-gatherers collect the money due to the Bank 
at the same timeas the land tax. Thus the Bank is relieved of all 
the expenses of collection. 
. Money is advanced at the rate of 10 per cent. of which, as I have 
“= * already mentioned, I per cent. goes to the local agents in the form 
* of commission. Of the remaining 9 jer cent. it is estimated that 
ee. about 3 per cent. goes in covering the expenses of the Bank, thus 
— leaving a net profit of 6 per cent. from which, however, bad debts 
—— have to be deducted. 
: — “Epwin — ~~ Governor of the National Bank, who has 
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agent amonget the people of the district of any standing , they being 
nearly all money-lenders themselves. An outsider huacl, — to be 
appointed ; he had great diffieulties at first, but the people of this ois. 
tret now beyin to realize the advantages, and are dealing with the Bank.” 
I stated last year that I considered the seheme as an experiment, 
Tam still of the same opinion. Some long time must, in fact, yet 
elapse before it can be considered as having passed out of the ex- 
peremental stage, Manifestly, the main danger is that the cultivators, 
being once free from crushing debt, will use the margin of income 
they thus obtain to incur fresh debt. That some of them will adopt 
this procedure ts highly probable. That the majority will fall inte 
the same error is very far from being certain. Any opinion on this 
subject at present can be little more than a matter of conjecture. 
Lengthened experience alone can show whether, now that the taxes 
are no longer arlitrary and capricious, and the rights of property are, 
in fact as well as in name, secured by law, the fellaheen of Egypt will 
abanden the habits of extravagance of which they have so often been 
accused, and develop national habits of thrift. I can only speak of 
my personal opinion, formed after long residence in this country. It 
is that, under favourable conditions for the exercise of economy, the 
Egyptian peasant will probably prove more thrifty than the English, 
though less so than the French member of a corresponding class of 
society. Tam encouraged in this belief by the following remarks 
which have been addressed to me by Sin Eowix Pacwen. “ There is,” 
he says, “ nothing to indicate that the fellaheen, once relieved of 
their onerous debts to the money-lenders, are inclined to plunge again 
into debt, beyond the debt to the Bank; indeed, the facility with 
which the recovery of the loans or instalments has been effected would 
seem to show that this is not the case.’”’ 
However this may be, it is abundantly clear that the experiment 
which is one of great interest and importance, is well worthy of a 
Before leaving this subject, I wish to make a few remarks, which 
may be interesting both because they are illustrative of —— 
of the village usurerd, nex — they may serve —— nthe 
stated that 10 — nt. is too high 
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I have already explained that, in order that these operations 
should be properly conducted, it is necessary to employ o somewhat 
expensive agency. L am convinced that there could be ne greater 
mistake than to employ very cheap—and, therefore umtrastworthy— 
agents, I do not think that 6 per cent., including bad debts, can be 
held to be more than a reasonable profit for the Bank. Moreower 
I greatly doubt whether the fellaheen would confirm the statement 
that they can, without the assistance of the Bank, obtain money at 
so low a rate as 10 per cent. Even the loans, which the «mall 
money-lenders make nominally at 10 per cent., generally involve 
paying in reality interest at a far higher rate, the reason being that, 
throughout the currency of the loan, fall interest is charged on the 
total sum originally advanced. No allowance is made for a reduction of 
interest on account of the annual repayments of portions of the 
capital. I give an illustration of the two proceedings, riz, that 
adopted by the Bank, and that very commonly adopted by the 
usurers. Suppose the Bank to advance £ E. 100 for five years at 10 


bi per cent., the instalments due to the Bank would be as follows -— 
4 _ Capital. Interest, Tora. 
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Ves: ‘The borrower would thus, in the course of five years, pay £ E. 30 

— for the use of the money advance! to him. 

zo ; ‘Under ‘the alternative procedure, he would pay five equal instal- 

men nents of € E. 30, making in all € E. 150, of which € E. 50 would 

Ba: on account of interest. 
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The contracts with the usurers not unfrequently render it difficult 
for the fellah, who is already indebted, to take advantage of the 
terms now offered by the Bank. A common form of contract is that 


‘of m loan of £E.100 for ten years, The yearly instalment for 
repayment of capital and interest is 4£E.20. Thus, under the 


procedure I haye explained above, in all £ E. 200 is paid in ten years. 
Supposing now that, in the course of two years, a fellah has paid 
LE40, of which one-half would be interest and one-half repayment of 
capital. It might be supposed that, on payment of £ E, 80, he 
would be free from the debt. But such is not at all the ease. Under 
the terms of the original contract, he is often debarred from freeing 
himself unless he pays the difference between £E.200 the total 
amount which would have been paid in ten years—and £ E. 40, being 
the sum he has already paid. In other words, in order to liberate 
himself, he has to pay £ E. 160, wiwns discount at the rate of 7 per 
cent. on £ E. 160. In cases of this sort the Bank can be of but little 
assistance. 
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(Extracts Jrom the Report of 1901.) 


The distinctive feature of the Egyptian plan for dealing with this 
interesting and important subject is that a certain amount of 
co-operation is established between the Government and the National 
Bank. The Bank makes the advances, and incurs the whole financial 
responsibility of the undertaking. The Government, through the 
agency of its tax-gatherers, collecte the money due to the Bank at 
the same time as the land*tax. Thus, the Bank, being relieved 
of the necessity of maintaining an expensive staff of subordinates, 
is able to ad vance money to the peasantry ata relatively low mte of 
interest. 

Since the Bank commenced making these loans in 159%, over 
$4,000 loans have been contracted; relief has, therefore, been afforded 
to an equivalent number of small proprietors. There are now 15,269 
loans outstanding, for an aggregate amount of _LE.402,000 ; of 
these, 3,326 are repayable within the year, and 11 943 repayable in 
tive years. 

The amount that fell due in 1001 was £ E, 146,000. This sum 
was due from over 21,000 borrowers. The whole amount, with the 
exception of £E.600, had been recovered on the 3ist December 
last, and the small sum still owing will probably be collected this 

ear. 
The objection to the plan adopted in-Eyypt is that the class of 
operation involved is more properly the work of a Land Bank than 
of an ordinary bank. The National Bank of Egypt cannot reasonably 
be expected to lock up more than £E.400,000 of its capital in 
undertakings of this nature, For the moment, the difficulty has been 
met by the Government advancing £E.250,000 tothe Bank. This 
i: will, at all events, enable the operations to continue for the time being. 
, Whether any more complete change of system will be necessary must 
be a matter for subsequent consideration. There can, I venture to 
ge be no question of abandoning the experiment which has so 
far proved eminently saceessful. There. can be no doubt that the 
- Bgyptian fellahoen begin to realize the advantages of getting money 
—— — rate of interest, and that they are willing to take the 
* * an lity now afforded to them of shaking themselves free from the 
— village” usurers, From all I hear, I do not doubt that it 
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would be quite possible, were the capital available, to extend very 
considerably the operations of the Bank. But in a matter of thie 
sort it is as well to move slowly, more especially as careful supervision 
is an essential element to the attainment of the object in view, I think, 
therefore, that for the time being it is not necessary to arrange for 
any more extended operations than those which may be covered by 
the additional & EF, 250,000 which the Government has advanced to 
the Bank. 

I have, in previous Reports, mentioned that the real test of 
snecess Which should eventually be applicd to the experiment, which 
has now been going on for three years, is whether the fellaheen will, 
or will not, use the advantages offered them to incur fresh debts. It 
is naturally difficult to obtain precise information on this subject. 
Moreover, sufficient time has not elapsed to enable the experiment to 
have a fair trial. So far, however, as I have been able to judge, the 
alleged irremediable extravagance of the fellaheen has, as 1 anticipated 
would be the case, been greatly exaggerated. Up to the present 
time, the number of those who have used their improved credit in 
order to imeur fresh debt has, to the best of my belief, been very 
sinall. 











- [Ertracts from the Repart of 1902.) 


After a prolonged trial, it appeared that the somewhat novel 
system adopted in Egypt some few years ago had passel ont of the 
experimental stage, and that the introduction of a scheme of a more 
permanent character than that heretofore adopted was justifiable, 

Negotiations having this object in view were set on foot, with the 

-result that on the Ist June, 1902, an Agricultural Bank was started 

under the auspices of the National Bank of E gypt. All loans 
outstanding with the National Bank were transferred to the new 
bank, whose sole business it is to lend money in small sums to the 
fellaheen, The capital of the bank was fixed at £2,500,000 of which 
£1,250,000 has been already paid up. Interest at the rate of 3 per 
cent. is guaranteed by the Government, It was, at the same time, 
arranged that the rate of interest at which money was advanced to 
the fellaheen, which had previously been 10 per @ent., should be 
lowered to 9 per cent. 

The distinctive feature of the Egyptian system is that, although 
the whole of the management is in the hands of the bank, the 
Government tax-collectors collect the sams due on account of interest 
and sinking fund, 

‘The reasons why the Egyptian system has attained a certain 
measure of success are mainly two-fold. They are — 

1, That, although the action of the Government has been so far 
philanthropic that they have wished to benefit a large and important 
class of the community, the undertaking has in no degree been 
established on a philanthropic basis. On the contrary, the basis has 

been strictly commercial, There was, in the first instance, some very 

natural difficulty in convincing capitalists that the business would 
be fairly lucrative; but when, by applying the test of actual 
ni experiment, this difficulty was overcome, the main obstacle to success 
} was removed. 








: 2. The supervision, which has been conducted by very carefully 

A. Se British agents, has been capable, vigilant, and honest. 

a When I say that a certain degree of success has been attained in 

ss Egyp co Samir ee Unk under the new system, it is clear that the 
| fullahiees are ‘anxious to borrow, and that the arrangement for 
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“a advances and recoveries has worked well. Before it can be said that 


f the system has been completely successful, it has to be shown that the 


. fellaheen are not, generally, making use of their improved credit to 
ne contract fresh debt at ruinous rates of interest. * 
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— Appendix 1. 


[Ertracts from a Minute of Sir Richard Temple, Governor of 
tiombay, dated 30th Auguat, 1878.) 


By our despatches of the 19th January and the 4th February 
last we submitted to the Government of India a draft Bill for the 
relief of the indebted ryots in certain districts of the Decean, 
together with Minutes and papers — thereto among which 
was a Minute of my own, dated 12th November last. 

2. Bya despatch dated the Ist July last, the Government of 
- ‘India sent for our opinion a Bill which they propose to be substituted 

. for our Bill, and which we are invited to accept asa satisfactory 

mode of dealing with the questions at issue. 
- 3. While thankfully admitting the advantages proposed to be 
given to the ryots by the Bill of the Government of India, I am 

q obliged to represent that this Bill is not sufficient-to fulfil the objects 

~ which the Government of Bombay had in view ,when proposing 
egislation, and therefore cannot be regarded by us as a satisfactory 
mode of dealing with the questions at issue. In general terms, it 
— must be described as omitting the most essential of the several provi- 
. sions which we devised for the protection of the ryots, and therefore 
* as taking some of the heart kernel and substance out of our measure, 
ih Tam sure, therefore, that my Honourable Colleagues will concur with 
me — a farther representation to the Government of India 

on subject. 

4. Our proposals are justly summarized in paragraph 3 of the 
despatch of Government of India of Ist July, thus— 

(4) to compel the courts, in cases where agriculturists are sued 
on bonds or for money due, to go behind the terme of 
the bond, to enquire into the justice of the claim, and 

to take into consideration the equity of the interest 
: 4 charged, even though it may have been distinctly agreed 

"a Te to by the defendant ; 

(6) to make it illegal to award compound interest, or more 
interest: than the amount of the principal ane to 
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(7) to empower a ryot at any time to claim the benefit of the 
Insolvency Court, instead of, as at present, only when 
a decree has beer! passed against him ; and 
() to protect a ryot’s ryotwart land from sale for debt except 
when it has been specifically pledged by him in a bond 
duly registered, and to require that all bonds for land 
shall be registered, whatever the value of the land 
pledged. 
7. The most important point of allis stated by the — 


of India thus: [See (@) above.] 


13. The gist of the matter is this :—The Deccan ryots were A 
still are sued, and will always be sued—unless there be fresh legrisla- 
tion—on bonds which are, in many instances, utterly unjust, though 
they may have been executed in due form. I mean by “unjust” 
repugnant to the sense of natural justice as between man and man, 
that moral sense which is present in the minds of all men whether 
educated or uneducated. The harassment therefrom arising drove 
these ryots in 1875 te commit agrarian outrages, A special com- 
mission showed dfter elaborate inquiry that the essential injustice of 
the majority of the bonds was the root of the mischief. It is clear 
that this injustice would be demonstrated by any judicial inquiry 
which might be had regarding the origin, progress and circumstances 
of the debts. The existing law provides for judgment being given 
on the bonds ouly ; that much is certain. Whether it provides for the 
court, by its own inquiries, going behind the bond is, as we’ submit, 
uncertain. The Government of India seems to consider that it does 
so provide, while apparently admitting that the provision is indirect 
rather than direct, and must be gathered from scattered rulings and 
clauses, rather than learnt from positively clear enactinent, We 
submit with deference that the uncertainty is such that. the courts 
practically do not go, can hardly be expected to go, and for the 
most part are sure not to go, behind the bond. Therefore ° 
that there ought to bedirect and positive | erie 
the existing evils must be perpetuated, — ; 

16. I must next advert to the apprehension apparently 
the —— Laon should jee ° wy 
the court to go — — — = ow UO ; 
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17. At present the indebted ryots seldom set up any defence to 
these claims. They see the futility of disputing the bonds in court, 
whatever they may think of the injustice. Indeed they have no 
chance whatever before the law of setting up any defence which the 
courts could be expected to act upon. But if our point (@) be passed 
into law, they would set up defences fast enough, and this too with 
some chance of equitable success. In this event it is manifestly just 
and reasonable that the burden of proof should fall upon the plaintiffs. 
But in the absence of defence in cases of this sort it seems to me but 
right that the plaintiff should have to satisfy the court that the bond 
is a just one. Iam unable to follow the reasoning (as above quoted) 
to the effect that to cast on the plaintiff the burden of proving reeeipt 
of the consideration, and the absence of fraud, would afford 
opportunities of evasion to dishonest debtors, and might thus be an 
incentive to reckless borrowing. Here we have educated, ekilful, and 
wealthy creditors bringing claims against uneducated, unskilful, and 
poor debtors. Is it unfair to cast upon such creditors the burden of 
proving such claims to be just, even if undefended ? On the contrary, 
does not fairness demand that such burden should be caSt upon them ? 
In fact, too, these ryot-debtors are not, for the most part, evasive or 
dishonest debtors ; they generally pay all, and much more than all, 
they really owe ! It is this notorious circumstance which underlies the 
whole argument. The feeling of despair of ever getting out of the 
money-lenders’ books makes them reckless in going on borrowing and 
borrowing and destroys all hope of independence. Our provisions will not 
be incentives to reckless borrowing, but will have the very reverse effect. 

18. It may be, as apprehended by the Government of India, that 
our provisions will throw much work on the courts, more perhaps than 
they can conveniently get through. We are not indeed sure that this 
will be the result ; but if it be so, then it ought not, in our judgment, 
to be allowed for a moment to prevent the measure being carried. If 
there were to be some temporary increase of judicial establishments in 
four districts (the Bill will apply to four districts only and perhaps to 
some special localities i in addition) we shall have to meet the cost from 
Provincial finance, which we are most willing todo. Even then the 

cost; would probably be counterbalanced by increase of stamp revenue, 






4 a t the net cost, if any, would be so inconsiderable that we could not 
: Fadler gape of the clear considerations of justice 
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19. No doubt, as justly observed by the Government of India our 
proposal will contliet with section 102 of the Evidence Act regarding 
the burden of proof. But we submit that this pev seis no prohibitive 
reason against our proposal. It certainly renders special legislation 
secessary, and therefore we have now to apply to the Legislature. The * 
question is one of plain justice in these cases. Once that is deter. | 
mined, it becomes, we submit, the duty of the Legislature to frame a 
suitable law to supplement the general law. 

20. We willingly aknowledge that either by the new Civil Proce- 
dure Code, or by the new Bill, an indebted ryot may, by applying for 
benefit of insolvency previsions, save himself from arrest and impri- 
sionment ; that his implements and agricultural cattle cannot be sold 
+n execution of decree for debt ; that his cottage, his land, his tenure 
and rights therein cannot be so sold either—all of which constitute 
beneficial improvements in his condition, for which he may indeed be 

* grateful to the Legislature. We now receive permission to provide by 
local legislation that he shall net be unreasonably liable for ancestral 
debts, nor for an usurious rate of compound interest —all which cons- 
titntes a still further improvement, and a further cause of thankfulness. 

21. Still we submit that despite these various provisions there 
may be, and will be, very many unjust bonds, to which the ryots will 
have to submit, unless the courts be not only empowered. but obliged, 


to go behind the bonds. 
92. No exclusion of ancestral debts, no rest riction of usurious 
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Still at the best the creditor would have a strong and tight grasp on 
the standing erop. I do not mention the garnered crop, because the 
ereditor would never let it reach the stage of storage without his 
, interposition. He would attack it while it was standing on the ground. 
- He would compel the ryot to hypothecate it for the debt. He would 
leave to the ryot such subsistenee as he (the creditor) deemed fit. The 
standing crop, being the only food snpply of the ryot, is so essential a 
part of his little possessions that he must pay extreme deference to the 
creditor who is virtually master of that crop. Then comes the critical 
difficulty. The creditor presents to the ryot an old bond, which must 
be paid off immediately, or else renewed on exorbitant terms. At 
present these bonds, as already stated, are often flacrantly unjust. 
This injustice will, we hope, be mitigated by legislation, restricting 
usurious interest—even then there will remain but too much scope for 
injustice in these bonds. Restrictions on usurious interest may be 
useful, Still they cannot prevent alterations in the amount of the 
principal as already shown. Thus the ryot must stand and deliver’ 
to the bond, under penalty of having his erop ‘attaches and his food 
supply interfered with. The temptation to renew on some exorbitant 
terms will be generally irresistible. The creditors are notoriously 
“ingenious in framing terms which, though exorbitant, will yet fail to 
show on the face of them usurions interest or anything else that may 
be legal, and will yot evade the just intentions of the law. Then 
* simultaneously with renewal of the arrangement the old bond will be 
~ eancelled. ‘The renewed bond will be exeeuted, and will be (4e one 
formal valid bond, as between the parties, to be presented in court. 
And the ryot will from time to time be obliged to pay upon that, or 
élee will have his crop attached, and his food supply suddenly stopped. 
| If unfortunately that bond be unjust, as it but too often will be, then 
oo? the ryot will be, tog considerable extent, the vietim of injustice. He 
will not be indeed so helplessly a victim as he has been heretofore, as 
he will avoid paying a demonstrably usurious interest ; he will be able 
to save himself from imprisonment and his land from sale. But for 
fear of his crop and his food supply he will still be, to some consi- 
' derable extent, a victim. 
. 24. From this oppressiqn he may be eaveld altogether, and his 
| ind ity may be limited to ifs proper proportions, by our proposal 
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(a)—« igi the courts to go behind the bonds. ‘That, at all events, 
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carefully worked, as it probably would be worked, under a vigilant 
administration, it will be effectual. If thie be enacted, then the 
Legislature will have done all it can for the ryot in this matter, But 
if this be not enacted, then the law, notwithstanding the other improve- 
ment, will be incomplete for this purpose ; the remedies will be only 
half measures, and much of the existing evils will remain. In that 
ease we shall have undertaken legislation, and yet have fallen short of 
our aim, and have failed to effect our purpose. Perhaps even an im- 
pression might arise that the existing evils are irremediable, whereas 
all the time they are remediable as we believe. We have a fair ground 


for renewing our application to the Legislature, because we are asking 4 & 


not for the recognition of principles which the Government of India 


disallow, but for the enforeement of principles which they seem to 
allow. 


25, For all these reasons I propose with the concurrence of my 


honourable colleagues to request earnestly the Government of India 
to allow the sections quoted in this Minute as taken from our Bill to 
form a part of their Bill. 

26. In conelusion, while exposing certain evils and suggesting 
their remedy, I am far from implying either that the money-lender i is 


altogether blameable or that the ryot is altogether pitiable. With all 5 


his faults, the money-lender is a useful man, and often gives credit 
when it is most needed. With all his sorrows, the ryot enjoys many 
of those advantages which peasants most value. - 





Appendix II. 


(Despatch from the Seeretary of State Sor [udia, ta the Governor-General 
of India in Couneil—No. 63, (Legislatice), dated the 26th 
December, 1878.) 


* ~~. ⸗ 
E 


1 forward, for the consideration of Your Excellency in Council, 
* Poa Wass as copy of a despatch t which I have addressed to the 
Government of Bombay relative to a Bill which has 
_ 26th December : : 
1878. been introduced into the Bombay Council for the 
relief of indebted agriculturists in certain parts of 
the Presidency of Bombay. 

3. In my despateh to the Government of Bombay I have 
expressed at length certain views which have presented themselves to 
my mind on a consideration of the report of the Commission appointed 
to enquire into the Decean mots, and | am desireus that Your 
Excellency in Council should consider these remarks in connection 

— +. with further legislation on this important subject. 


[Despatch Jrom the Secretary of State for India, to the Governor tn 
Counet?, Bombay,—No. 4 (Legislative), dated the 26th December, 


Patz 578.) 
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Lhavé to acknowledge the receipt of the despatch from Your 

— in Couueil, dated the 30th September last, No. 11, 
i * for my information copy of » “ Bill for the Relief of 

ed / : in certain parts of the Presidency of 

: " which has been introduced into your Legislative Council. 

I despatched to Your Excellency the 
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3. I now proceed to state the reasons which induce me to doubt 
whether the provisions in the measure before me are at all mlequate 
for grappling with the evils which have been so prominently brought 
to light in the report of the Deccan Riots Commission. 

4 When that report arrived in this country in May 1876, Lord 
Salisbury was so deeply impressed with the distressing picture 
therein given of the agricultural population in the Decean, that he 
awaited with great anxiety some communication from the Government 
of India as to the steps intended to be taken. But none such having 
arrived after an interval of nearly a year-and-a-half, His Lordship 
appointed a Select Committee of his Council to consider the report. 

5. The Committee began to sit in November 1877, held several 
mevtings and examined some experienced witnesses well acquainted 
with the Bombay Presidency ; but before they had terminated their 
inquiries, a despatch was received from Your Excellency in Council in 
February of the present year enclosing the draft of a Bill for the 
relief of Indebted Agriculturists in the Presideney of Bombay, and 
which you desired to hate introduced into the Council of the Supreme 

* Government. * 
6. That Bill contained three main principles : 

(1) That the Courts should be obliged to enter into the merits 

of every money claim whether secured by bond or not, 

= . ~ and should ouly award such sums, whether for principal 

or interest, as they deemed just, and should in no case 

give compound interest ora larger amount of interest 
(2) That the principle of the LIosolvent Act, as prevailing in _ 
: the Presidency town, should be applied to the Deccan — 
ae Agricultarists. — = 
; (3) ‘That land should not be sold in execution for debt, unless 

7 specially pledged in a bond daly registered. 

Lord Salisbury, although not fully satistied with all the pri 
tained in this measure, thought the oceasion for atter 
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for reasons which have not been transmitted te me, the Government 
of India preferred, instead of one comprehensive Act, that your 
Government shoukl pass a law dealing with some minor points 
relating to interest and to ancestral debts. The bill which I have now 
before me is the result of the action of the Supreme Government. 

8. Lean well understand the difficulties which have deterred the 
Government of India from dealing with this subject as a whole, and 
which have induced them to leave minor points to be disposed of by 
the Local Government ; but if the evils sought te be remedied are 


capable of being —— by legislation, 1 am clearly of opinion- 


that they should not be dealt with picee-meal. 

9. The very able report of the Commission and the mass of 
valuable information contained in the Appendices enable us, I think, 
to draw the conclusion that some of the great causes which lie at the 
_ « bottom of the poverty of the Decean are wholly beyond the reach of 
~ the legislator, and are inherent in the national character and in the 

customs which have prevailed for countless generations. The Deecan 
° ryots, like the general macs of the culfivating ‘classes in other parts 
of India, are entirely without capital, and are driven cn the first bad 
harvest into the hands of the money-lender, not only for the means 
— to till their fields, but for food to keep themselves and their cattle 
7 _ alive till the crops of the next season are matured. This fact has 
created the system of borrowing at high interest which prevails so 
largely amongst the agricultural population, and has made the 
existence of a money-lender in a Hindu village as essential as that 
of a plonghman. 
i? 10. The normal condition of a Hindu cultivator is much 
—* - — by local circumstances in parts of the Deccau. The 
| soil is sterile, the climate is precarious, a good crop being in some 
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oH — ntry, though a sturdy and ordinarily a law-abiding people, are 
— as * utterly uncducated and with a narrow range of 
itell — ." It is obvious that the canses mentioned in this and 
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two or three times during the first 20 years of the century—the 
subsequently heavy fall of prices, and the consequently oppressive 
weight of the old Mahratta rate of assessment which was at first 
continued by the - ‘Government of the day, all these had produced an 
amount of poverty and ruin which the Settlement officer writing in © 
18353 found it impossible to describe. : 

12. The Government of that day, however, made strenuous 
efforts to better this state of things. They reduced the assessment = + 
from an average rate of 13) annas to 7 annas, they gave the 
cultivators for the first time — of tenure, and they abolished 
eXtra Cesses. ‘Vas 

13. A Resolution of the Government of Bimbey, dated the 
$0th August 1575, deseribes the satisfactory results of this new | 
settlement of the land: “ In 1835 more than 50 per cent. of arable - 
land was waste ; in 1871 only one per cent. Population increased, 
dunog the term of the settlement, 394 per cent.; agricultural cattle — Don, 
19 per cent. ; ploughs 224 per cent. ; carts 270 per cent. ; and wells | 
40 per cent. Government land was unsaleable in 1838 ; ; during the —— 
last five years of the settlement, examination of the registration records — — 
showed that it fetched from 10 to 52 times its assessment. Thirty ⸗ 
years ago there were no made roads, and communication was costly : 
and difficult ; the taluka is now trave by the railway and by —, 
several excellent roads, and the increase in the number of carts * 
indicates the extent to which the people avail themselves of the = © 
facilities of communication with markets,” 4 

14. Satisfactory as this picture of progress is Ge. similar ones 
may be produced from all parts of India), there is undeniable — —— 
in the report before me that the very improvements introduced = J— 
our rule, such as fixity of tenure and lowering of the — have. 
“been the principal causes of the — destitution whieh the: * 
Commissioners Found to exist. 

15. The saleable value of the Jand greatly increased the eredi 
the ryot, and encouraged beyond measure the national ——— 
borrowing, which Ihave before observed on. High prices led to © 
extended cultivation, to more expensive modes. of living, te ae a 
outlay on the great stimulant to Hindu expendits are marri se — 4 
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first bad harvests, both of which have oceurred in these distriete, found 
the cultivators as poor as ever, but encumbered with an additional 
mass of debt. Still no one would advocate as an amendment of the 
law that we should abolish fixity of tenure, or increase the assessment 
on the land. 
lh. Up to this point, then, I can see no opening on whieh the 
legislator ean enter with effect. In all civilized societics there is a 
vast amoont of suffering and destitution, very lamentable to 
contemplate, but which it is wholly out of the powers of the State 
by any di action to eradicate. All that Government can do is to 
take that its own’ institutions shall riot aggravate the misery which 
s0 often follows the spontaneous action of the population. 
17. This last observation brings me to the consideration of the 
=. ‘Bill now before me. Your Government has distinctly perceived that 
~ * the courts of justice we have instituted, and the law they administer 
* __ operate most harshly, and frequently with great injustice, on debtors, 
i who form the great bulk of the population. Heye, therefore, is an 
“ ’ opportunity for the beneficial interference of Government. Both the 
| “> Bills which I have alluded to above have been framef with the view 
of mitigating the law, and of extending the powers of Judges to 
modify the contracts entered into between man and man, 
4 is. I may say at. once, after full consideration, that the bill 
-jutrodueed into Your Excelleney’s Counci] appears to me to be so 
dependent upon the character of the Judge, and so likely to be 
ted by agreements between helpless debtors and wily — creditors, 
I cannot suppose it will lead to any substantial results, 
bat 2 a 19. The question remains as to what shall be done, for it is 
. clear that some alteration in the existing law is imperatively called 
oe tor A fitting measure can only be properly prepared in India, For 
¥¢ consideration of the two Governments I proceed to notice the most. 
which have’ presented themselves to ‘me’ on this head 
F =a << eo eve and Appendices of the Commissioners and the lines of 
iprovement which have suggested themselves. 
eo Under Native Government, it seems no assistance was 
y afforded by the State to a creditor for the recovery of his 
ae jo court of justice was open to him, and he was left to his 
— Pen what was dae, Government winking at very 
were “oceasionally e employed. The resalt was 
— expected. It speaks well for the 
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national character that contracts were rarely repudiated. And the 
Commissioners observe that in these proceedings “ honesty was the best 
policy for the ryot, and caution was a necessity to the moneylender ”’, 





‘ 21. On the establishment of our rale, however, courts of justice 
were established everywhere. 
22. It is abundantly manifest to me, on the — collected " 


by the Commissioners, that no evil has been so loudly, and 1 must 
say so justly, complained of by the people as the action of the courts, 
The extreme severity of the law on debtors has been pointed out by — 
the report. 
23. The Judges are only the instruments for enforcing the law 
as it is, and no blame is imputable to them. But the extracts from 
the statements of the Judges themselves, cited by Mr, Conve, 
demonstrate completely that, irrespective of the hardness of the law, — 
they are incapable of administering justice between debtor and creditor. | 
* 24. One Indge says—“ the Suborlinate Judges in the district a 
are mach overworked, and really have not time to investigate cases a. 4 
ae properly and weigh the evidence ”; another says, “ our Subordinate 
—— Judges are too hard-worked to allow; even if they were inclined to do” 
— os so, of their going into the history of such eases. The court which 
was inclined to go into the old history of a case would have nothing — 
but the sowkar’s books to go upon if he produced them, ” ¢ : 
25. Another Judge enumerates the frands perpetrated by the 
money-lenders, and states that they are practised with impunity. - 
* When “the deladed Aumir * * is “dragged - 














into court he is unable to answer the elaims, or if he states a defence 
* he is not in a position to prove it ”. 

‘ 26. ‘The Commission also assign another reason — for om re 
— » being mere instraments in the bande of | ‘the money-lenders, _ T 


their great distance from the home of the + debtor. A smoney- 
“a - may easily inetruet a pleader to take out process against aw debtor 
a court 40 or 50 miles distant at little cost to himself, but it it — ru iin. 

ee” for a cultivator, dependent on his daily labour, to. absent himself | f 
— days er from his field, even if he has a valid defence. — ro 
| a SF, Here then it is quite clear we — — 
— legrislatare itself, and which it is within the ompetence of C 
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made manifest-that our courts of justice are ineflicient in these special 

— . eases, and that our Judges admit they have not time to inquire inte 

' the real fact# by a thorough investigation, T wonld suggest that 

: although amaddition tothe cost of administration is very much to be 
deprecated, | it is imperative to remedy the defects here pointed out. - 
A re-distribution of expenditure might be made, and I observe that 
; it 5 a in the Commissioners’ report that 88 subordinate courts 
i bring ih a revenue of Rs, 16,890,744, and that the expenditure, inclad- 

= ing salaries of Judges, is only Re. 6,90,717, 

: 20. Evils such as have been depicted above, arising ‘out of the 
costliness and inaccessibility of courts of justice, though of a much 
slighter character, existed in England also, and _the remedy suggestéd 
was the establishment of Small Cause Courts. This innovation, after 
_having been opposed sturdily for many years, was finally adopted, 
and has proved so eminently successful that nearly every year witnesses 
some extension of their powers. In India also the institution has 
been partially adopted. But it is from Fence that the most 
important evidence can be obtained as to the value of local courts. 
The agricultural population there is more akin “than the English 
























to that of India, inasmuch as French landed property is in the * 
hands of innumerable petty owners, who cultivate with their own 


30. In that country small causes up to 100 francs are tried in 

every village before the Juge de Paix. The proceedings are summary, 

____- written pleadings are prohibited, and his decision ix final on all sums 
* not exceeding 50 francs. The early meeting of the parties before the * 
Audsge i in order to produce an amicable settlement of the suit, which 
is so strongly insisted upon by Mr. Bextaam, is spoken of by the 
French authorities in the highest terms. e 
* +" 31 L. —— doubt that the existence of courts with summary 
; i ction and without appeal up to a limited ameéant, and possibly 
n the exclusion of professional pleaders, placed in localities within 
1) of the snitor’s home, would tend to remove many of the evils 

+h have been brought to notice. 

: “a i Tam quite aware of the difficulties which intervene to prevent 
strustir r of large summary powers to Subordinate Judges, and 
‘ 1 of : a Judge’s functions requires more experience and self- 
inthe nari oft large diseretion over contracts which 
& belongi ito Tenlian Judges under the law, 
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ibuted to Subordinate Judges shold only extend to a very limitede  «. 

amount, 

: 43. Bat Iam inelined to think t the, — of —— 
jurisdietion without appeal might be — experimentallx on all 

* iva Judges in the: with great benefit, and the limit to be fixed 

__” wonld of course tary with the rank Of the Judge. If the District 

p Ts Udige conld devote ont day in the week to the disposal of small 




















causes up to, sy, Re S00, as was the practice formerly of the . > | 


Supreme Coart at: Bom would, in my opinion, confer infinite 
« benefit on the ¢ woukl afford an example to the courts 
* Alo him of nianner n which saeh jurisdiction should be 
exercised ; and he woukl personally derive the benetit which experience 
* in thie country proves to result from a Judge of Appeal being 
ovcasionally employed in trying original canses. 
St. How far these suggestions can be made applicable to “the 
portions of India te which the i i 
— Corn mission have extended, I leay 
re uniecation with Your : 
7 that no time shou lost, and iss ae ae 
measure ld be at once proceeded with, founded on the principles 
which I have indicated, and on those — whieh Lord Salishury hal 
_ previously sanctioned. = 































